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Freshwater for the Future 


rom recreation to food and drink, 


from transportation to electricity 

generation, water penetrates 
every aspect of our lives and economy. 
It was one of the four elements of clas- 
sical Greek philosophy, and is recog- 
nized as the prerequisite for life both 
on Earth and on other planets. With 
salt added, it covers two thirds of our 
planet, and without salt, it covers 
nine percent of our country. Yet water 
shortages occur every year somewhere 
in Canada, to the point that early 


un Thompson eee of Calgary 


explorers deemed the southern 
prairies uninhabitable due to perma- 
nent drought. 


Water is no stranger to the front pages 
of Canada’s newspapers: from alien 
invasive species to boil-water advi- 
sories and from seasonal beach clo- 
sures to drought, few Canadians are 
unaffected by water quality or supply 
issues. Indeed, Ipsos-Reid polls show 
that 42 percent of Canadians feel 
water pollution is the most urgent 
environmental issue for our leaders 


(continued on p.2) 
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to address, and the environment is 
Canadians’ second greatest concern 
after health care. 


Yet Canada has not had a significant 
federal freshwater policy review since 
1987. Indeed, the 1987 Federal Water 
Policy is prefaced on Environment 
Canada’s web site with a note: 


“What follows is the text of 

the 1987 Federal Water Policy. 
Despite the date of publication, 
many of the issues and strategies 
outlined in the 1987 Policy 
remain valid today. Since no 
more recent published policy can 
be offered at this time, the text 
of the 1987 Policy is offered for 
information purposes only.” 


The Policy Research Initiative’s Sustain- 
able Development project spent the 
past two and a half years focused on 
freshwater issues. In the course of the 
research, project members investigated 
pricing and other economic instru- 
ments for water demand management, 
and they examined the potential of 
water quality trading for controlling 
water pollution. They contemplated 
boundary water issues and sought to 
understand how water resources can 
be managed in an integrated way. 


The articles in this issue of Horizons 
reflect the diversity of views encoun- 
tered during this work, and raise ques- 
tions we cannot yet answer. Indeed, 
one unifying theme of these articles 
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is the lack of information; we just do 
not know enough about our water 
resources, or about the effectiveness 
of various policy tools for managing 
them. Another unifying theme is the 
need for integrated management. 


“Canada is very far behind, from what 
I understand, in any sort of a national 
water strategy” the Honourable Rona 
Ambrose, Minister of the Environment, 
recently told the Calgary Herald. 


In his lead article, lan Campbell 

calls for the development of a pan- 
Canadian freshwater policy framework. 
He identifies some of the challenges 
that can only be met by co-ordinated 
action by all levels of government, 

and some of the policy instruments 
that may (or may not) be effective in | 
managing our water resources. This 
theme is carried forward in a provo- 
cative essay by the Honourable Steve 
Ashton, Manitoba’s Minister of 

Water Stewardship. 


Duncan Ellison of the Canadian Water _ 
and Wastewater Association seeks to 
answer the question: Does the rise of 
bottled water reflect a lack of trust in 

our municipal water treatment plants, 

or has bottled water become a matter 

of convenience, or even of prestige? 


Bernard Cantin reviews some of 

the PRI’s work on market-based 
instruments for water management, 
concluding that more attention needs 
to be paid to designing cost-effective 
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| policy mixes, rather than relying 

on single instruments. Meriem Ait 
Ouyahia reviews the case for and 
against public-private partnerships for 
municipal water services, and suggests 
that while further investigation is war- 
ranted, savings to the public purse are 
likely illusory. With both market-based 
instruments and PPPs, there are les- 
sons to be learned from experience in 
Canada and elsewhere, but that learn- 
ing will take an effort. 


David Brooks of Friends of the Earth 
and Oliver Brandes of POLIS presents 
the concept of Soft Paths for water — 
essentially finding ways of providing 
the services we seek without — or at 
least with less — water. Maria Klimas 
and Alfons Weersink of the University 
of Guelph explores how the Agricul- 
tural Policy Framework addresses 
water, from promoting less water- 
intensive irrigation technology to 
encouraging pollution-reducing 
beneficial management practices. 


The 2004 film “H,O,” starring (and 
produced and co-written by) Paul 
Gross, revived — and arguably preyed 
on — fears of bulk water diversion to 
the United States. The spectre of this 
and other boundary waters issues is 
the backdrop to three papers. Sushma 
Barewal interviews the Rt. Hon. Herb 
Gray of the International Joint Com- 
mission and Paul Muldoon of the 
Canadian Environmental Law Asso- 
ciation. Dixon Thompson of the 
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University of Calgary discusses bulk 
water export, and Merrell-Ann Phare 
of the Centre for Indigenous Environ- 
mental Resources addresses boundary 
waters from the perspective of First 
Nations and Aboriginal rights. 


It was noted above that two leitmotifs 
in this issue are the lack of informa- 
tion and the need for integrated 
management. Because watersheds 
integrate everything done in them or 
to them, water cannot be effectively 
and enduringly managed on a one 
project at a time basis - but data are 
rarely available at the right scale. 
Rivers flow from one community to 
another, and there are innumerable 
invisible and often unknown con- 
nections between surface waters 

and groundwater. Integrated water 
resources management (IWRM) has 
been developed as a means of address- 
ing the cumulative impacts human 
activity may have on water resources. 


Shawn Dalton discusses citizen- 
based watershed stewardship, as 
both a prerequisite and a foundation 
for IWRM. Lack of information, 
particularly of scientific information, 
is a key impediment to better water 
management. Anne Morin describes 
the PRI’s Canadian Water Sustain- 
ability Index, a compound measure 
developed to assess progress toward 
sustainable water management at 

a community level. 


Many archeologists suggest that con- 
trol of water may have been one of 
the driving forces in the development 
of civilization. Certainly many civiliza- 
tions, from the Maya and Anasazi to 
the Mesopotamians, collapsed from 
mishandling their water supplies. 
Deciding how we want to manage 

our water for the future should be 

a primary concern of government. 


Jean-Pierre Voyer 
Executive Director 
Policy Research Initiative 


PoLicy RESEARCH INITIATIVE 


FEATURE ARTICLE 


Toward a 
National 
Freshwater 
Policy 
Framework 


lan Campbell 
Policy Research Initiative 
Government of Canada 


lan Campbell, 

Senior Project Director, 
Policy Research Initiative, 
Government of Canada 


PoLicy RESEARCH INITIATIVE 


n 1987, the then Minister of the 

Environment Tom McMillan 

signed the Federal Water Policy 
(see text box below). Based on the 
1985 report of the Pearse Inquiry 
(Pearse et al., 1985), this remarkable 
forward-looking document laid a 
course for the federal government’s 
management of water resources. 


The 1987 policy identified pricing as 
a means to manage water demand; 
it acknowledged the federal govern- 
ment’s role in providing science for 
water management, the need for 
integrated planning, raising public 
awareness, and the need for specific 
pieces of legislation at the federal 
level. Although the federal govern- 
ment has been criticized for failing 
to implement some aspects of the 
policy, most critics acknowledge that 
the policy itself was, and still is, an 
excellent document. 


A major shortcoming of the Federal 
Water Policy is signalled by its name: 
it is federal, not national. As a natural 
resource, water is managed mainly by 
the provinces and territories, not the 
federal government. The federal gov- 
ernment’s role in freshwater includes 
navigable waterways, fish habitat, 
scientific research and advice, and a 
few other more specific roles, such as 
ensuring the provision of drinking 


The 1987 Federal Water Policy (Environment Canada, 1987) had one objec- 
tive, two goals, and five strategies to achieve them. 


The Federal Water Policy encourages the use of freshwater in an efficient 
and equitable manner consistent with the social, economic, and environ- 
mental needs of present and future generations. 


The goals are to protect and enhance the quality of the water resource, and 
promote the wise and efficient management and use of our water. To 
accomplish this, the Policy sets out five strategies: water pricing, science 
leadership, integrated planning, legislation, and public awareness. 


water on reserves and boundary 
water issues. For any water policy 
to be truly effective, it must include 
all relevant jurisdictions. 


Water is a multifaceted issue. It infil- 
trates every aspect of our lives and 
economy. From maintaining drinking 
water quality to maintaining dande- 
lion-free lawns, from ensuring suffi- 
cient water for industrial uses to 
guaranteeing minimum river flows for 
fish spawning, nearly every possible 
use of water precludes or at least 
affects other possible uses. A pan- 
Canadian freshwater policy framework 
would need to be correspondingly 
robust, recognizing the diverse uses 
and environmental needs, as well as 
the enormous geographic variability 
of water issues in Canada. 


What Might a Pan-Canadian 
Freshwater Policy Framework 
Look Like? 


Like politics, all water is local. Unlike 
politics, however, water does not 
respect national, provincial or munici- 
pal boundaries. Co-ordinating these 
diverse interests has long been a com- 
plex dance, and as our water resources 
become stretched closer to their limits, 
and the issues become more critical, 
the pace will only grow more harrow- 
ing. We are already past the time 
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when we could manage with a simple 
dance card — telling us who was in 
charge of what and when. We need a 
common understanding of the steps of 
the dance, where we want to go, what 
we want to achieve, and how we will 
achieve it. 


The Policy Research Initiative has been 
conducting research for two and a half 
years on various aspects of water pol- 
icy. This has brought us in contact 
with a wide range of individuals and 
groups in Canada and around the 
world, with wide-ranging interests 

and concerns. This has not magically 
given us a pan-Canadian policy frame- 
work waiting to be revealed, but it has 
pointed out some of the major issues 
that such a framework would need 

to address. 


Water Demand Management 


Canadians are the world’s second 
largest per capita users of water 
(OECD, nd). This simple statistic is 
often presented as a matter of shame, 
begging an immediate and draconian 
response to correct this miscreant 
behaviour. The reality, however, is 
more subtle. 


While the basic statistic is true, instead 
of immediately reacting to reduce our 

water use, we should perhaps first ask: 

Why? And, perhaps, even at the risk of 
being taken as heretics: Who cares? 


The reality is that in much of Canada, 
water is abundant, and our high use of 
it is not really a problem. It might be 
difficult to convince Montréalers that 
the St. Lawrence River flowing past 
and around them is at risk from their 
use of its water. And indeed, if water 
use is the concern, they would be 
right: like most Canadian cities, 
Montréal probably returns about as 
much water to the river as it removes. 
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Toronto Weather and National Use Data 


What Drives Water Demand? 

Environment Canada maintains the Municipal Water-Use Database (MUD, 
recently renamed Municipal Water-Use and Pricing Survey, or MWUPS) 
(Environment Canada, 2004). With data voluntarily submitted by most 
municipalities with populations over 5,000 every two to three years, MUD 
is an invaluable resource. 


Using MUD, Environment Canada estimated the per capita municipal water 
use in Canada for several years over recent decades. This allows us to exam- 
ine some of the drivers of municipal water demand. 


Although the changes in per capita water use have been interpreted as 
being driven by changes in metering and pricing structures (e.g., the decline 
from 1999 to 2001 was hailed as a result of increased metering and progres- 
sive pricing) (Environment Canada, 2004), we can see that there is also a 
significant effect from weather. The Toronto temperature/rainfall curve is 

a very simplistic index of dry weather in southern Ontario, and shows a 
remarkable correlation with national water use. Nevertheless, there is an 
apparent overall decline through time. While this decline may be due to 
weather in other parts of the country (that possibility has not yet been 
investigated), it may also be due to increased metering, pricing, and the 
introduction of low-flush toilets and other water-saving technologies. 


FIGURE 1 

Standardized normalized national per capita residential water use and standardized 
normalized crude dry weather index for Toronto. With southern Ontario account- 
ing for about one third of Canada’s population, the fit of these curves suggests 
weather is a major driver for changes in water use. 


1991 1994 1996 1999 2001 


—— S/N water use —a— S/N Toronto temperature/rainfall 
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Of course, some cities (like Calgary or 
Victoria) may have water shortages, 
but these are the exception rather 
than the rule. 


Municipal water use is largely non- 
consumptive, that is, the water is used 
for washing, cooking, flushing toilets, 
and so on, and is largely returned to 
the river it came from via the sewer 
system. It is of course no longer clean, 
but using less water will not necessar- 
ily reduce the pollution load to the 
rivers; the same amount of shampoo 
will go down your drain whether or 
not you have a low-flow shower head. 
Using less water might simply increase 
the concentration of pollutants. 


Some municipal water use is consump- 
tive. Watering the lawn on a hot sum- 
mer day may send more water into 
the air as water vapour than it applies 
to the roots of the plants. However, 
our cities also receive rain and snow- 
fall, which are eventually collected 

by storm sewers; the overall water 
balance of most cities in Canada is 
therefore neutral. 


The real issue with excess water 
demand in Canadian cities is the issue 
of treatment plant and distribution 
system capacity. Many of our treat- 
ment plants are old, many of them 
built at a time when no one imagined 
the cities they serve would grow as big 
as they have, or that the people in 
those cities would become as water 
loving as they have. So far, the model 
in most cities has been to build new 
treatment capacity to keep up with 
demand. Managing the demand to 
keep it within the limits of treatment 
capacity has only recently become 
fashionable. Water use in excess of our 
infrastructure capacity is a real issue — 
and a money issue — that will be faced 
sooner or later by all Canadian cities 


unless water demand management 
programs are put in place sooner 
rather than later. 


Water pricing for municipal users is 
one such strategy. While one report 
suggests the elasticity of municipal 
water use demand (the rate at which 
demand declines as prices rise) may be 
on the order of 0.25 (i.e., doubling the 


the watershed it came from, through 
evapotranspiration and through the 
selling of harvested water-rich crops 
like tomatoes. Industry also uses water 
in various, often consumptive ways, 
particularly the beverage industry. 
Would pricing help control agricul- 
tural and industrial water demand? 
Undoubtedly, if the prices are set 

high enough. 


Pricing municipal water services for cost recovery could help ease 


that burden at the same time that it may have a minor benefit in 


reducing water demand. 


price will result in about 25 percent 
less use), the same study shows that 
demand is more responsive to the 
price structure (whether flat rate or 
volume based, and if volume based, 
then whether it increases or decreases 
as the volume used rises) than to 

the price itself (Reynaud et al., 2005). 
Also, that study was unable to take 
climate and weather into account; it 
may be that demand follows weather 
more than it does price. 


Perhaps a better argument in favour 
of municipal water pricing would be 
cost recovery: the municipal infra- 
structure deficit is in the tens of bil- 
lions of dollars and rising; the largest 
part of the deficit may be for trans- 
portation networks, but a substantial 
portion is also for water and 
sewerage.! Pricing municipal water 
services for cost recovery could help 
ease that burden at the same time that 
it may have a minor benefit in reduc- 
ing water demand. 


The largest water consumers in 
Canada are found in the agricultural 
sector, where water is used to irrigate 
crops and raise livestock. Much of the 
water used in irrigation may be lost to 


However, in Europe, a recent study 
indicated that high water prices (gen- 
erally much higher than in Canada) 
do not affect the competitiveness of 
agriculture or industry, because these 
sectors are often given preferential 
rates or outright exemptions (Speck, 
2005). Here in Canada, one bold 
experiment in pricing of irrigation 
water has not had a strong impact 

on agricultural water use, again 
presumably because the price is too 
low to have much effect on decision 
making.2 Indeed, a simple thought 
experiment suggests that for the 

price to be high enough to affect use 
significantly, it would have to be high 
enough to affect a company or house- 
holder’s bottom line noticeably — and 
most jurisdictions in Canada would be 
very unwilling to do that. 


So, should a national freshwater policy 
framework promote the use of pricing 
for demand management, as the 1987 
federal policy did? Perhaps, but it 
should do so eyes open, knowing 

that it is only one tool in the kit, and 
perhaps not even the most effective 
one in many circumstances. By provid- 
ing municipalities with revenue to pay 
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for their systems, pricing may address 
the fiscal imbalance more than it 
affects water demand. 


Protecting Source Water Quality 


Water pollution has been in the news 
a great deal in recent years. Walkerton, 
North Battleford, the Sydney Tar 
Ponds, and Kashechewan are just 
some of the places that have suffered 
from polluted water. Protecting drink- 
ing water through filtration and treat- 
ment is one option, but it is clearly 
better — and in the long run cheaper — 
to ensure the source water itself is 
clean. This is often referred to as a 
source-to-tap approach. 


Water pollution from major industry 
can be controlled with reasonable 
effectiveness through end-of-pipe 
regulation, although there may also be 
a place for other policy instruments. 
End-of-pipe regulation in Canada is 
most often the regulation of pollutant 
concentrations. Regulations are typi- 
cally set to limit the concentration 

of a pollutant at a level that will not 
endanger aquatic life. Essentially, if 

a fish can’t live in it, you can’t dump 
it in the river. This does not always 
mean the total load of pollution is 
reduced; sometimes, it may simply 
mean more water is used to dilute the 
pollution before it leaves the pipe. In 
the United States, a different system 
has been adopted. Referred to as total 
maximum daily load (TMDL), it seeks 
to first identify how much pollutant 
a system can tolerate, then limit the 
total pollution from all sources to 
that quantity or less (EPA, nd). Total 
maximum daily load differs from 
end-of-pipe in several important 
respects. Foremost among them is 
that individual polluters may dump 
large quantities of pollution, as long 
as the total load from all sources is 


limited. This means that a given 
polluter may pay to reduce its own 
loading or someone else’s, whichever 
is more cost effective. 


More diffuse sources of pollution, such 
as agriculture, roads, and golf courses, 
are difficult to regulate, because there 
is no convenient pipe to monitor. 
Nevertheless, such non-point sources 
must be controlled; they may be the 
main culprits in a number of water 
pollution issues in Canada, including 
the gradual eutrophication of Lake 
Winnipeg (which is now almost as bad 
as Lake Erie was when it was dying 
from phosphate detergent poisoning).$ 


Water quality trading (WQT) may 
hold some promise for cleaning up 
these sources of pollution (PRI, 2006). 
By helping farmers cover the cost 

of implementing best management 
practices, such as buffer strips or 
lined manure ponds, municipalities 
can ensure the source water they 

rely on will be cleaner and therefore 
require less treatment. Going one 
step further, WQT allows end-of- 

pipe polluters to exceed their normal 
permit limitations if they pay for a 
greater reduction in pollution from 
other sources. Implemented as part of 
a policy toolkit in the South Nation 
River Watershed in Ontario, this may 
be one of the most innovative policy 
tools for addressing agricultural pollu- 
tion, and deserves closer investigation. 
Like other tools, however, it will prob- 
ably not be effective in isolation or 

in all circumstances. 


Integrated Water Resources 
Management 


Clearly, managing Canada’s water is 
not just about managing individual 
projects on a one-at-a-time basis. 

Integrated water resources manage- 


ment (IWRM) seeks, like sustainable 
development generally, to ensure that 
the overall impact of development in 
a watershed does not threaten future 
access to water and its services (PRI, 
2004). The concept can be extended 
to integrated landscape management 
(ILM), which allows the management 
of all land uses, not just those that 
significantly affect water resources. 


The difficulty with IWRM or ILM is in 
the trade-offs required. A high level of 
stakeholder consultation is needed for 
it to work. To work well, the commu- 
nity must understand and value the 
resources being managed. 


Stakeholders are not only those with 
an immediate stake in a particular 
project, but also those whose interests 
may seem more diffuse: those who live 
downstream, or where groundwater 
use or contamination may be an issue 
in the same aquifer; those whose 
water uses may be affected by dams or 
canals; conservation groups that may 
represent endangered species and rare 
habitats; and many others. Critically, it 
includes federal, provincial/territorial, 
and municipal/regional/local govern- 
ments as the representatives of these 
stakeholder groups and broader 
societal interests. 


Integrated water resources manage- 
ment also provides a framework to 
move beyond piecemeal decision 
making. While few individual wetland 
drainage projects that will lead to dis- 
aster, the cumulative impact of wet- 
land drainages is to increase the flood 
hazard and reduce water quality. 
Similarly, a single well drilled into an 
aquifer is unlikely to deplete it, but 
enough wells can cause an aquifer to 
die the death of a thousand straws. 
Integrated water resources manage- 
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ment allows us to view each of these 
small projects as part of a larger con- 
text, and manage the cumulative 
impacts accordingly. 


One way of disentangling the com- 
plex relationships between land-use 
decisions and their environmental 
consequences is through integrated 
landscape management modelling. 
Canada has the capacity to become 
a world leader in this field, should 
we choose to make the required 
investment. 


Governance Issues 


Many of the policy complexities 
surrounding water stem from the 
multiple layers of governance that 
regulate and manage water in North 
America. Most Canadians live in 
watersheds that cross the Canada-US 
border, and are therefore affected 

by, or affect, Americans and their 
use of this shared resource. More 
Canadians live in watersheds that 
cross provincial boundaries, and rela- 
tively few live in watersheds that 

do not cross at least a municipal 

or regional government boundary. 


In December 2005, Alberta’s former 
premier, Peter Lougheed, warned of 
the dangers of opening the taps to 

the United States. Canadians are 
concerned that water is not explicitly 
excluded from the North American 
Free Trade Agreement, and worry that 
Americans might be able to force the 
export of our water. The Devil’s Lake 
diversion went ahead without a full 
and proper study, and Canadian pollu- 
tion from Trail, British Columbia, con- 
tinues to flow into the United States. 
Despite these irritants, the Interna- 
tional Joint Commission, created by 


the Boundary Waters Treaty of 1909, 

is routinely held up as a shining 
example of international co-ordination 
and collaboration. 


Clearly, there is a need to renovate 
our relationship with the Americans 
on boundary waters. 


There is also a need to get our own 
house in order. Within the federal 
government, interdepartmental co- 
ordination on freshwater issues has 
improved somewhat over the past 
few years, but remains weak. The 
same can undoubtedly be said of 
some provincial governments, where 
water issues are typically found in 
multiple departments, as they are 
federally. The exception is Manitoba, 
which appointed its first Minister of 
Water Stewardship, in recognition 

of the importance of water issues to 
Manitobans, and specifically to over- 
come the balkanization of the issue. 
Time will tell if this example should 
be followed by other jurisdictions. 


Intergovernmentally, water is dis- 
cussed by the Canadian Council of 
Ministers of the Environment (CCME), 
by the Ministers of Natural Resources, 
by the Council of Energy Ministers, 
the Canadian Council of Fisheries and 
Aquaculture Ministers, and by others. 
And, of course, much of the on-the- 
ground management of Canada’s 
water resources is carried out by muni- 
cipalities. But municipal boundaries 
rarely follow watershed boundaries, 
which are the natural management 
units for water issues. 


Some provinces have developed 

a layer of government specifically 
for managing water issues, such as 
Ontario’s conservation authorities or 


Quebec's less empowered comités de 
bassins versants. These sorts of initia- 
tives are notable for their boundaries 
as well as their inclusiveness; they 
typically work with all stakeholders in 
a watershed to ensure the best possible 
outcomes. They are, in effect, vehicles 
for IWRM. 


The Road Ahead 


A pan-Canadian policy framework 
will not be easy to achieve. All gov- 
ernments agree on a number of issues: 
it is better to avoid polluting water, 

it is better to not use more than you 
have, it is better to preserve natural 
ecosystem functions. But all govern- 
ments also agree that human welfare 
and the economic development 
required for human welfare matter as 
much or even more. With all levels 
of government making policies and 
engaging in programs that affect 
Canada’s water, we need to ensure 
that we balance these competing 
goals in the same way. 


In most of Canada, water falls under 
several government departments 
(environment, natural resources, 
health, agriculture, etc.). Only 
Manitoba has a department dedicated 
to water issues (Department of Water 
Stewardship). This reflects the diverse 
nature of water issues. It is itself a 
resource, but it is also habitat, trans- 
port medium, hazard, energy source, 
waste disposal, wild and farmed food 
source, coolant, travel impediment, 
and tourist attraction. Too much or 
too little causes problems, often in 
the same place at different times, 
and qualities that are often invisible 
make it suitable or unsuitable for 
various uses. 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLuME 9 NUMBER 1 


Integrated management, and there- 
fore water policy, cannot be the 
domain of a single government, or 
even all governments together. A pan- 
Canadian policy must engage and 
speak to all stakeholders, including 
environmental non-governmental 
organizations, industry associations, 
and members of civil society. 


So what might such a policy frame- 
work look like? The POLIS project at 
the University of Victoria produced 
one possible outline (Brandes et al., 
2005); another is under development 
by Pollution Probe. The question has 
also been discussed in other forums, 
from conferences and workshops to 
informal water-cooler chats. Some 
common elements emerge. 


First and foremost, a pan-Canadian 
freshwater policy framework must 
recognize the diversity of Canada, and 
of its needs and constraints. It must 
allow each province, territory, and 
region to address its own problems in 
its own way. At the same time, it must 
provide a coherent approach wherever 
that is appropriate, and recognize that 
there are some values all Canadians 
hold in common. 


The framework will need to address 
drinking water as both distinct from 
other water issues, and affected by 
other issues. There are few places in 
Canada where the basic water supply 
is so short that drinking water avail- 
ability is an issue. More commonly, 
it is the quality of the water that is 

at issue, and often the capacity of 
the infrastructure to deliver it to con- 
sumers. Clear standards for drinking 
water are already provided by a fed- 
eral-provincial committee (Health 


Canada, 1987). These standards need 
continued development as we learn 
more about the various toxins in our 
source water, but more importantly, 
we need to provide all Canadians with 
water that meets these standards. 


water managers, and it would be a 
mistake to prescribe specific tools 
for all settings. At the same time, 
repeating past mistakes is wasteful. 
We need to put better mechanisms 
in place for evaluating and sharing 
the results of policy experiments. 


A pan-Canadian policy must engage and speak to all stakeholders, 
including environmental non-governmental organizations, 


industry associations, and members of civil society. 


The framework will need to identify 
roles and responsibilities for the 
federal government and for the 


provincial and territorial governments. 


One clear federal role is scientific 
research, including meteorology, 
groundwater, wetlands, ecology, 

and toxicology. Another is managing 
international (and to a degree inter- 


provincial/territorial) boundary waters. 


At the same time, provincial and terri- 
torial governments also have an inter- 
est in boundary waters, and may need 
help with the uptake of some of the 
science results. 


The framework could usefully identify 
policies that could be found in the 
toolkits for all levels of government. 
For example, while volumetric pricing 
may slightly reduce water demand in 
some settings, in others, the cost 

of volumetric pricing (installation 

of meters, transaction costs) may 
outweigh the benefit. In such set- 
tings, regulation of bathroom fixtures 
and consumer education may be 
more useful. From pricing and other 
market-based instruments to regula- 
tions, voluntary guidelines and 
consumer education, all policy 
instruments should be available to 


The framework could address co- 
ordination of all governments in 
Canada. A possible scenario would 

be the creation of a Canadian 
freshwater commission, perhaps 
modelled loosely after the Interna- 
tional Joint Commission. Such a com- 
mission could receive references from 
governments to examine and make 
recommendations on issues of mutual 
interest to two or more governments 
in Canada. It could play a vital role 

in ensuring all stakeholders’ needs are 
considered both in internal Canadian 
issues and in boundary waters issues. 


The framework could include varying 
degrees of detail, depending on the 
consensus on each issue. It would 
provide a guidebook for Canadians. 
Its development would in itself be a 
rewarding exercise in dialogue and 
mutual understanding. 


In 1987, in the preface to the Federal 
Water Policy, then-Minister of the 
Environment Tom McMillan noted: 


“We must manage water like any 
other natural resource — with care. 
The object should be to use it in 
our own time in a way that leaves 
it unimpaired for our children and 
their children after them.” 
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Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


The time has come to bring all gov- 2 The Southeast Kelowna Irrigation District 
instituted metering and volumetric pric- 
ing for its users. Water use per irrigated 
hectare was in decline prior to metering, 
and continued at much the same rate of 
decline afterwards (PRI, forthcoming). 


Notes 3 Dr. David Schindler cited in Climate 
Change Connection Manitoba (2004). 


ernments in Canada together to agree 
on a blueprint for making this vision 
a reality. 


1 The estimated investment needed for 
water and wastewater infrastructure 
in Canada over this 15-year period 
is $88.5 billion. CWWA (1997). 


Water by the Numbers 


Sound policy must be based on evi- 


ee CEE basi D 1996 Canadian Millions Wastewater % of Intake 
eat Be UN te AE an Water Withdrawal of m3 Discharge Discharged 
relating to freshwater in Canada. 
e 7%: Canadian share of the World’s Thema EN os PTT weed 
renewable water supply. Total manufacturing 6,038 1351 5,487 90.87 
+ 9%: Area of Canada covered by Mineral extraction 518 1.16 672 129.7 
os Agriculture 4,098 9.16 
e 14%: Area of Canada covered by EN 
Municipal 4,334 9.7 


wetlands. 


60%: Canada’s freshwater draining 
north. 

90%: population living within 

100 km of southern border. 


$322,000,000: Value of water goods 
and services exports in 2001. 


$7 billion: value of cargo shipped 
through the St. Lawrence Seaway 
in 2004. 

5,000 tonnes: Amount of toxic 
chemical released into the Great 
Lakes in 2001 from reporting 
sources only (mainly major indus- 
trial plants). 


24,000,000: Number of people 
drawing drinking water from the 
Great Lakes. 

100 years mean residence time of 
water in the Great Lakes. 


More than 5,000: Known ship- 
wrecks on the Great Lakes. 


44 billion m3: Amount of water 
withdrawn for use in Canada in 
1996. 


61%: Houses with water meters in 
2001. 


$33.13: National average price for 
25 m3/month of municipal water 
in 2001. 


335 litres: Canadian average per 
capita daily water use in 2001. 


26%: Canadians reliant on ground- 
water for municipal purposes. 


Less than 3%: Portion of water 
treated in municipal plants esti- 
mated to be used in cooking, wash- 
ing food, drinking or brushing 
teeth. 


163: Number of freshwater alien 
invasive species known in the Great 
Lakes-St. Lawrence Basin. 


3,500: Number of Canadians 
employed in commercial freshwater 
fisheries in 1997. 


$6.7 billion: Estimated value of 
recreational fishing in Canada in 
2000. 


85: Number of chemical, physical, 
and biological parameters covered 
by the Canadian drinking water 
guidelines. 


90,000 illnesses, 90 deaths: Esti- 
mated annual toll of waterborne 
diseases in Canada. 


$300 million: Estimated health care 
costs related to water contamina- 
tion. 
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Major Population Water Area Surface Water Municipal Water Industrial Water 


Watershed % 2001 (km?) Taking Taking Taking 
(million m3) (million m3) (million m?) 
Pacific Coastal & Yukon 4.67 667,358 869 193 598 
Columbia and Okanagan - 
Similkameen 1.49 102,824 409 72 109 
Peace - Athabasca tS 485,146 219 28 170 
Lower Mackenzie and Arctic Coast - 
Islands 0.21 3,094,760 12 i 6 
North Saskatchewan 4.36 150,151 1,686 142 1,457 
South Saskatchewan, Missouri, 
Assiniboine - Red 10.49 395,425 4,081 436 754 
Winnipeg 0.28 107,654 210 11 197 
Churchill 0.29 513,572 18 6 3 
Keewatin - Southern Baffin 0.04 939,568 0 0 0 
Northern Ontario 0.48 691,811 100 12 87 
Northern Quebec 0.35 940,194 66 6 60 
Great Lakes - St. Lawrence 58.98 582,945 30,587 3,087 21229 
North Shore - Gaspé 1.68 369,094 216 78 134 
Saint John - St. Croix 1.34 41,904 210 oH 110 
Maritime Coastal 5.02 122,056 283 140 132 
Newfoundland and Labrador 171 380,355 309 114 193 
Total 92.54 9,384,817 39,276 4,430 31,239 


e More than 50%: Estimated amount 
of water supply lines in need of 
repair. 

e 14%-30%: Water loss in municipal 
systems due to leaking pipes. 


¢ $5.9 billion: Estimated 1994 opera- 
tional costs of water and wastewater 
services. 
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ater links us with one 

another in ways more 

profound and immediate 
than any other element or force on 
Earth. Water will transmit the effects 
of our land and water use practices 
within days or even hours from one 
part of our country or community 
to our neighbours. As we continue 
to develop and use our resources, 
Canadians have become increasingly 
aware and alarmed about the state of 
our water and the lands that sustain it. 
Incidents of water quality impairment, 
habitat degradation, floods, and 
droughts draw renewed attention to 
the state of water in Canada. Whether 
we like it or not, water and how we 
manage it has become an indicator 
for how well we work together as a 
community, a province or territory, 
and as a nation. Ironically, while we 
struggle to find ways to come together 
over policy development in Canada, 
water continues to cross all bound- 
aries. Every drop of rain or snowflake 
that falls forces us to integrate and 
to collaborate. 


The challenge before us is not whether 
we should work together on fresh- 
water policies for Canada, but how. 
This leads us into the arena of policy 
development. There are, however, 
five immediate obstacles to develop- 
ing sound water policies for Canada 
that need to be removed quickly. By 
doing so, we will begin the process 

of collaboration across all regions and 
sectors to care for our most precious 
resource: water. 


The first obstacle Canada faces con- 
cerns the collection and management 
of information and knowledge about 
water and the land affecting it. If juris- 
dictions, agencies, and communities 


do not trust or agree on the quality 
and accuracy of the basic information 
and knowledge on water, we cannot 
have an intelligent debate about the 
issues before us. Do our scientists and 
specialists have the resources necessary 
to gather and manage water-related 
information in an adequate manner? 
Do technical and professional groups 
have opportunities and forums to col- 
laborate across sectors, nationally and 
internationally to debate the findings 
and agree on the standards and the 
results? For example, we do not have 
a nationally accepted system of water- 
shed delineation and identification 

as it exists in some other countries. 


Information and knowledge about 

the trends and states of health of our 
watersheds cannot be effectively used 
to make decisions if we are unclear as 
to whether we are talking about the 
same areas or clusters of communities. 
The science of developing freshwater 
indicators that point to the state of 
health of our watersheds is evolving in 
Canada. Yet national standards based 
on national information data sets need 
to be defined to help us all speak from 
a common perspective of the land and 
water we hope to protect. 


We must try to temper situations, such 
as when the Senate Standing Commit- 
tee on Energy, the Environment and 
Natural Resources released its fourth 
Interim Report, Water in the West: 
Under Pressure in 2005. This report was 
a Catalyst for divisive discussions on 
the adequacy of ground water infor- 
mation between provincial agencies 
and professional associations. In such 
situations, perceptions may be created 
with the public and elected officials 
that discredit the existing documenta- 
tion and technical expertise available, 
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and minimize the serious nature of the 
issue being addressed. Federal, provin- 
cial and territorial governments, local 
communities and organizations need 
to create resource mechanisms and 
forums that allow scientists and spe- 
cialists to do their jobs, collaborate 
across multiple agencies and develop 
a common understanding on the state 
of our freshwater. Only when this 
obstacle is removed can policy discus- 
sions proceed on the basis of sound 
information and knowledge. 


The second obstacle to working 
together to develop Canada's fresh- 
water policies is the lack of well- 
established forums and procedures 

to discuss and debate the water issues 
before us. A flurry of activity once 
every 10 years, based on a crisis or a 
passing interest does not build good 
policy discussions. Those organizations 
and government departments that 
have taken the initiative to lead the 
most recent policy discussion forums 
on water in Canada are to be heartily 
commended for their efforts. Yet, do 
we know what happens after this 
series of discussions? How does one 
series of policy discussions or confer- 
ences relate to the other? Are these 
efforts linked or separate initiatives 
with specific and not national agen- 
das? What is an acceptable period of 
implementation of the decisions that 
will improve our water security? Do 
we know who in which agency is to 
shape these discussions into policy 
options? What is needed now are 
mechanisms that foster an ongoing 
series of discussions and debates 
within a committed, knowledgeable 
and connected group of concerned 
citizens, professionals, and political 
leaders. It is only through this process 


of dialogue and collaboration that the 
necessary understanding and aware- 
ness of the issues, values, and policy 
implications will develop. This isn’t 
easy work, and it does not happen 
overnight. However, by establishing 
recognized procedures and forums, 
Canadians will be given the necessary 
structures, processes, and understand- 


bilities accepted by all. Yes, we all have 
a shared responsibility to improve and 
protect our water, yet we can’t all be 
leaders, and we can’t all be followers. 
We can’t all be experts in research 

and development, and we can’t all 

be policy makers or program delivery 
experts. To make the most of our col- 
lective talents and limited time and 


If we organize ourselves into integrated institutions around 


water, we will create opportunities to alter our views and 


collaborate in ways we cannot see from our present day 


structures and vantage points. 


ings of how issues can be moved from 
policy discussion and development to 
programs and actions in a predictable 
manner. This is one of the necessary 
first steps in establishing new decision- 
making and governance structures 
about water issues in Canada. 


The third obstacle that blocks fresh- 
water policy development in Canada 
is the lack of clarity of our shared roles 
and responsibilities. A cursory review 
of the job ahead reveals that there are 
a multitude of roles and responsibili- 
ties we share related to water. There 
are roles and responsibilities related 
to leadership, partnership building, 
research and development, legislation 
and regulation, policy development, 
capacity building and public educa- 
tion, information management, net- 
working, facilitation, planning and 
management, program design and 
delivery, and evaluation and monitor- 
ing. A crisis surrounding drinking 
water or flooding generates heated 
debates and the “blame game” begins. 
Often, at the root of these issues lies a 
failure among the partners to have a 
well-defined set of roles and responsi- 


resources, we have to be smart about 
what we tackle and what we leave for 
others to champion. We need to know 
and agree on who those champions 
will be, in which fields and when. No 
doubt these discussions will need to be 
respectful, providing clarity and trans- 
parency, as groups and governments 
worry about intrusions into their areas 
of jurisdiction. Yet the more troubling 
of discussions are those that do not 
happen. If we had held discussions on 
our collective roles and responsibilities 
10 years ago, it is very likely that the 
policy work back then would have 
advanced well beyond the point that it 
is today. Our different levels of govern- 
ment, non-governmental, private and 
public institutions, business and com- 
munity groups need to have construc- 
tive dialogues about our roles and 
responsibilities that respect jurisdic- 
tional concerns while acknowledging 
the varying levels of capacity and 
expertise that exist in Canada. While 
these discussions are fundamental to 
establishing respect and collaboration, 
they are sadly and often overlooked. 
Water will, however, always find a way 
to draw us together. 
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The fourth obstacle is an absence of 
structures to support functions. It is 
well recognized that if society wishes 
to create a focus on a subject in the 
collective human consciousness, we 
create a social or institutional entity 
to do so. Government departments, 
faculties at universities, and divisions 
in corporations are routinely created 


around water, we will never reshape 
our thinking and actions toward water. 


Experiments occur in Canada on 
new structures in such organizations 
as the Saskatchewan Water Authority 
and Manitoba Water Stewardship. In 
Manitoba, public calls for better inte- 
gration of water-related agencies led 
to the creation of Manitoba Water 


Adopting water as a basic human right could be, for Canada, 


the challenge and the cause needed to jump start us to get things 


right with water. 


to focus our awareness, thinking, and 
activities. Conversely, if we organize 
ourselves into institutions and struc- 
tures that divide water into many 
compartments, the function we most 
often encourage is divisiveness. If we 
organize ourselves into integrated 
institutions around water, we will 
create opportunities to alter our views 
and collaborate in ways we cannot see 
from our present day structures and 
vantage points. We are organized into 
federal, provincial, territorial, First 
Nations, and municipal governments, 
all with multiple agencies that touch 
on water-related issues in one way or 
another. Roughly 20 federal agencies 
have a role or responsibility for water. 
We have many more public, private, 
corporate, and international interests 
that all have a stake in water, yet 
approach this most precious resource 
from their own sector or special-inter- 
est perspective. No wonder Canada’s 
water policies, as just one example, 
have languished on shelves while gov- 
ernments and institutions of all types 
point accusing fingers at each other. If 
we as Canadians are unhappy with our 
approach to water, we need to change 
it. Unless we reshape our institutions 


Stewardship. Now, the responsibilities 
for fisheries, riparian areas and wet- 
lands, water licensing, surface and 
ground water, water quality and 
drinking water, watershed planning 
and management, as well as infrastruc- 
ture maintenance and development 
and flood forecasting are all housed 

in one department. This provides an 
institutional structure to maximize 
the opportunity to function in a col- 
laborative and cross-cutting manner 
that focuses on the integrated steward- 
ship of water. While still in its infancy, 
this structure has already helped 
Manitobans focus on water in new 
ways. It has also generated collabora- 
tion across government agencies and 
Crown corporations in ways that did 
not exist before. 


Taking this idea of new structures a 
little further, imagine what might 
happen if a university was so bold as 
to create a faculty of water. This fac- 
ulty would integrate hydro-geology, 
hydrology, limnology, fisheries, ripar- 
ian and wetlands studies, with studies 
on human health and water-borne 
illness, and source water protection 
planning. All components of this 


faculty would be well integrated with 
community studies and watershed 
planning and management skills. It 
would specialize in engineering studies 
that focused on protecting and using 
ecological and aquatic functions in 
new and innovative technologies. 
Water efficiency research and techno- 
logy would be one speciality as well as 
basic community infrastructure engi- 
neering and design. It is interesting 

to contemplate the kind of focus and 
scope students and professors would 
develop in this faculty. However, it is 
undeniable that their focus would be 
on water in all its complexities. While 
this musing might be fanciful, some 
faculties across Canada are beginning 
to experiment with some of these 
kinds of concepts. There is a growing 
understanding that water provides a 
powerful and holistic framework of 
thinking and a natural integrator for 
research, study, professional develop- 
ment, service delivery, and program 
and policy development. Perhaps an 
institution might emerge in the future 
called Water Canada to integrate fed- 
eral efforts, provide national leadership 
on water related issues, and support 
other national leadership groups. 


Finally, the last and most pervasive 
obstacle to developing sound water 
policies for Canada is a lack of direc- 
tion and the collective courage and 

a will to pursue it. All the previous 
obstacles can only be addressed if 
there is a common direction, will, 
and courage to tackle the difficult 
cross-boundary issues that water 
naturally forces upon us. We need to 
motivate, galvanize, and energize our 
thinking and discussions about water. 
We need to challenge ourselves, and 
take a risk in a way that we’ve never 
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done before. If water is our most pre- 
cious resource, or the oil of the 21st 
century, then we must challenge our- 
selves to overcome the lack of will 
and courage that blocks productive 
work on water issues, including policy 
development. The question then 
becomes: How should we challenge 
ourselves as a country? 


The challenge we can put before 
Canadians is both simple in statement 
and profound in its implications. We 
challenge ourselves that: In the year 
2010, half way through the Interna- 
tional Decade of Water, Canada 
adopts the principle of water as a basic 
human right as outlined in Article 12 
of the Covenant of the UN Committee 
on Economic, Social and Cultural 
Rights. Canada will adopt this right 
and commits fully to the basic obli- 
gations to respect, protect, and fulfill 
this right. It sounds simple and like 
the right thing to do. Yet the implica- 
tions are profound and the challenges 
daunting. Adopting water as a basic 
human right could be, for Canada, 
the challenge and the cause needed to 
jump start us to get things right with 
water. It would mean understanding 
and accepting the challenges that this 
commitment binds us to in the inter- 
national, national, and local arenas. It 
would offer a unifying theme, which 
will drive and compel us to organize 
our thinking and resources in a colla- 
borative manner. It will require us to 
get our information systems and data 
right, our policy forums in order, and 
our organizations and structures in 
place to support a commitment that 
will stretch us in different ways as 
never before. It will mean agreeing on 
issues, and discussing new forms of 
governance, community engagement 


and empowerment around water and 
land use decisions. It will generate 
new discussions on the financing of 
water supply and treatment systems, 
demand-side management, and water- 
shed planning and management. It 
could spawn a range of opportunities 
for the private sector from new tech- 
nologies and environmental methods 
for the treatment of water and waste- 
water to water efficiency technologies 
and building standards. In short, this 
challenge will engage multiple stake- 
holders, and generate new thought 
and innovation. Most important of all, 
it will address the question of water as 
a basic human right in Canada. It will 
be the catalyst to address the drinking 
water issues in First Nations, northern, 
and rural communities, and secure a 
brighter future for all Canadians. 


Our ability to come together to 
develop water policies for Canada 
depends on our ability to overcome 
the obstacles that separate us. Our lack 
of a common goal or vision and our 
lack of will and courage is our biggest 
obstacle to water policy development 
in Canada. If we can overcome this 
roadblock, all else will come into 
place. Political will and courage are 
required by all governments and 
agencies to support financially stable, 
ongoing freshwater research and water 
policy development. Will and courage 
are also required from all parties to 
tackle issue after issue tenaciously in 
established forums in an integrated, 
cross-sector manner and with the nec- 


essary determination to bring issue dis- 


cussions to policy conclusions. It will 
take courage as well as willpower to 
work together to define clearly the 
roles and responsibilities of the many 
partners. We will all be required to 


be leaders and followers at different 
times and on different issues. The 
mutual respect necessary to protect 
our collective roles and responsibilities 
will be the test of our future success. It 
will take courage and will to take apart 
existing institutions and agencies, and 
realign them to facilitate collaboration 
on water issues. 


The following generations will view 
this time in Canada’s history as a 
moment when we had a choice to 
do what was required or what was 
easy. If we do what is easy, we will 
have not risen to the challenge, leav- 
ing a sad legacy and monumental 
problems for our children to solve. 
If, instead, we do what is required 
we will have accepted the challenge: 
to leave our planet’s water, in better 
shape than we found it for the gen- 
erations to come. 
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Introduction 


ater, for both human and 

ecosystem use, is under 

increasing threat in 
Canada as the demand for Canadian 
water resources increases. Water is 
used as a manufacturing or industrial 
input; rivers are dammed and diverted 
to create hydro-electric energy, or allo- 
cated to assimilate treatment plant 
effluents; aquifers are mined to meet 
agricultural irrigation needs; and water 
is removed and bottled for domestic 
consumption. Furthermore, water may 
be subject to international trade agree- 
ments. It is therefore timely to exam- 
ine the issue of Aboriginal rights with 
respect to water. 


Aboriginal Rights 


Aboriginal rights, as defined under 

the Canadian legal system, consist of 
a broad spectrum of legal rights pos- 
sessed by Aboriginal people in Canada. 
While the rights defined to date are 
not exhaustive, courts have recognized 
the right to occupy the land, to fish, 
hunt, trap, and generally use the 
“products” of the rivers, forests, and 
streams. Aboriginal rights have been 
recognized and affirmed in the 
Canadian Constitution since 1982, 
and they have been defined to the cur- 
rent level of understanding through 
litigation. In R. v Adams, the Supreme 
Court of Canada held that Aboriginal 
rights, or “use” rights, exist independ- 
ently of Aboriginal title, and that 
Aboriginal title is a sub-category of 
Aboriginal rights that deals with 
claims to land. This has proven to be 

a critical clarification. Before this, there 
was a question as to whether First 
Nations were able to exercise Aborigi- 
nal rights, for example, the right to 
hunt, without possessing Aboriginal 


title to an area. Having to prove the 
validity of an Aboriginal right through 
a corresponding direct connection to 
land sufficient to support a claim for 
Aboriginal title was a great burden on 
an Aboriginal rights claimant. 


Sparrow and Van der Peet held that 
rights asserted must exist as of the date 
the Constitution Act, 1982 came into 
effect, that is April 17,1982. This is 
because before this constitutional 
amendment, these rights were pro- 
tected only by common law, which 
is always subject to valid overriding 
legislation. The Constitution protects 
those rights that were not previously 
extinguished, for example, through 
treaty or legislation. 


The presence of Indigenous peoples 

in North America for many thousands 
of years before European settlement, 
and the existence of their distinctive 
cultures, traditions, and social systems, 
forms the legal basis for recognition 
of Aboriginal rights today. This is the 
basic premise underlying the title 
possessed by Indigenous peoples to 
any of their lands within Canada. The 
Supreme Court of Canada has articu- 
lated this thinking as the “Distinctive 
Culture” test, used for identifying 
Aboriginal rights that are protected by 
s. 35(1). This analysis states that the 
general approach to determining the 
existence of an Aboriginal right is to 
demonstrate that the practice, custom, 
or tradition was, and continues to be, 
a central and significant part of the 
First Nation’s distinctive culture. 


Aboriginal Water Rights 


No cases in Canada have directly 
considered the existence or scope of 
Aboriginal water rights, although there 
have been general statements within 
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the discussions of the test for Aborigi- 
nal rights that support the assertion 
that the test applies to determining 
Aboriginal rights to both lands and 
waters. In the dissenting judgment in 
Van der Peet (dissenting on another 
point), the dissenting judge was of the 
opinion that s. 35(1) protects Aborigi- 
nal rights that extend to both land 
and water. 


This right to use the land and 
adjacent waters as the people 
had traditionally done for its 
sustenance may be seen as a fun- 
damental Aboriginal right. It is 
supported by the common law 
and by the history of this coun- 
try. It may safely be said to be 
enshrined in s. 35(1) of the 
Constitution Act, 1982.1 


Regarding treaties, the following 
passage of the court in Van der Peet 
identifies that the rights to land con- 
templated in Aboriginal and treaty 
rights discussions include rights to 
water, and its resources. 


Thus the treaties recognized that 
by their own laws and customs, 
the Aboriginal people had lived 
off the land and its waters. They 
sought to preserve this right in 
so far as possible as well as to 
supplement it to make up for the 
territories ceded to settlement.2 


The Court’s reasoning is based on 
the historic existence of Aboriginal 
water rights prior to colonization, 
and it assumes that unless they have 
been properly extinguished or there 
is a treaty limiting their implementa- 
tion, that these rights still exist.3 In 
Manitoba, for example, no legislation 
has ever been enacted purporting to 
extinguish Aboriginal rights, nor have 
treaties ever specifically done so.4 


Manitoba Treaties 


In Manitoba, seven treaties have been signed with First Nations: treaties 1 
to 6 and 10. These treaties were generally intended to extinguish Aboriginal 
title to lands in Manitoba and parts of Saskatchewan and Ontario, and to 
indicate the boundaries of the lands reserved by the First Nations. Some- 
times, the treaty guaranteed certain rights. 


There are no specific references in any treaty to the reservation, affirmation, 
or extinguishment of Aboriginal water rights, in either the ceded or reserved 
territories. The lands are described with equal reference to land-based and 
water-based points. This uncertainty is further evidence that extinguishment 
of Aboriginal title to water, or other Aboriginal rights to water, was not dis- 
cussed. Therefore, it is uncertain whether Aboriginal title to a water body 


was being ceded, or whether there was an intention by either party to, in 
essence, share use of, access to, or “ownership” of the river. References made 
within the treaties to lakes do not consistently specify locations within or 
on the shores of the lake. 


Given that the numbered treaties are inconsistent as to their reference to 
water-related rights, it could be argued from the wording and approach 

to describing lands in many of the treaties that Aboriginal title to water 
continues to exist in both ceded and reserved territories. Clearly, there is 
no express infringement of extinguishment of any Aboriginal title to water. 
Certainly, many First Nations assert that their ancestors did not relinquish 
any of their rights to water. Given this factual and legal situation, it is 
unlikely that a court would be able to determine that any of the parties 

to the treaties intended to extinguish Aboriginal water rights. 


Existing Aboriginal Water 
Rights 


Numerous water-related activities 
could meet the test for an Aboriginal 
right today: 


e irrigation rights as a special cate- 
gory of water use rights that are 
necessarily incidental to the 
creation of treaty or reserve lands 
(and therefore a protected activity); 


e rights to navigation or travel in 
water, in particular as a means to 
get to and from the location of 
food, but also travel to ceremonies, 
meetings and exchanges with other 
Indigenous groups; 


+ environmental protection rights to 
protect both water quality and 
quantity, on behalf of both humans 
and the ecosystem; 


e rights to engage in water use to 
provide a moderate living to 
community members; and 


e rights to trade water. 
Aboriginal title would include the 
following water-related rights to: 
° use or not use water; 


+ divert or impound water for agricul- 
tural and other purposes; 


e pollute or prevent the pollution of 
a water body; 
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The 1987 Federal Water Policy — 


Native Water Rights 


In recognition of Native people’s special interests in water, the federal gov- 


ernment will: 


+ negotiate land claims settlements that define use and management pow- 


ers for water within claimed areas; 


review and clarify with Native people their water-related issues and inter- 


ests with respect to their treaty areas as well as to lands subject to land 


claims; 


improve understanding of Native needs and commitments associated 


with water; 


determine, in consultation with Native people, how they will participate 
in resource management programs affecting water resources of interest to 


them; and 


encourage greater Native participation in water allocation and manage- 
ment decisions involving in-stream traditional uses. 


e remove or take fish and other 
resources; 


e travel in or on the water or prohibit 
the travel of others; 


e regulate all uses of the water, 
including denying use by others; 


* consume, for domestic, manufac- 
turing, industrial, and other 
purposes; 


+ protect the quality and quantity of 
water; 


+ generate revenue, for example 
through hydro-electric power; and 


e sell or trade water, or limit or 
prevent the sale of water by others. 


Aboriginal fishing and harvesting 
treaty rights holders could engage in 
numerous protected, water-related 
activities that are “reasonably inciden- 
tal” to existing treaty and Aboriginal 
rights, including: 
e protection of water quality and 
quantity; 


+ habitat protection; 


+ watershed management for the 
protection of fishing, hunting, 
and trapping grounds; 


+ watershed management for the 
protection of harvesting/gathering 
grounds (such as wild rice harvest- 
ing); 

e transportation over waterways (the 
right to unrestricted waterways to 
travel to hunting, fishing, and 
trapping sites); and 

e use of water reasonably incidental 
to the general fulfillment of the 
purposes of the treaty (that being 
primarily the economic stability of 
the Indigenous group) including 
water use for manufacturing, irriga- 
tion, the production of electricity, 
and for sale. 


All Aboriginal and treaty rights may 
be subject to limitations. The case law 
after 1982 has focused on defining 
Aboriginal and treaty rights and then 
determining, in particular circum- 
stances, whether the right, if it exists, 


has been infringed by a government’s 
(the Crown’s) decisions (such as the 
creation of legislation), and if so, 
whether that infringement is allowable 
(or “justified”). The infringement 

test was set out in Sparrow.S The law 
relating to infringement has been held 
to be applicable to both treaty and 
Aboriginal rights infringements; there- 
fore, it is the same test for both.® 
According to the application of this 
test, it is probable that Aboriginal peo- 
ples in Canada have water rights that 
have not been extinguished by treaty 
or by “clear and plain” intention of 
the federal or provincial governments. 


Given the likely existence of Aboriginal 
water rights, these rights have not 
received the necessary legal and 
political attention to ensure their 
long-term protection. A 1987 compre- 
hensive federal government review of 
water in Canada recognized the need 
to deal with Aboriginal water rights 

in a comprehensive, inclusive, and 
co-operative manner, with the direct 
involvement of affected Aboriginal 
peoples. The public record suggests 
that Canada has done nothing to 
fulfill this commitment, despite the 
Supreme Court of Canada’s clear 
pronouncements that Aboriginal 

and treaty rights are constitutionally 
protected, and that the federal and 
provincial Crown must honourably 
discharge fiduciary, constitutional, 
and statutory obligations to Indige- 
nous peoples. Despite these prescrip- 
tions, the Crown has failed to meet 
any of these requirements regarding 
Aboriginal water rights in any demon- 
strable way; it has even fallen far short 
of fulfilling the commitments it made 
regarding Aboriginal water rights 
almost 20 years ago in the Federal 
Water Policy.” 
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Daily, these rights are impacted with- 
out the required due process and com- 
pensation. Numerous Crown activities 
have very likely infringed water rights, 
including allowing non-Aboriginal 
water users to deplete or degrade water 
sources the community requires for 
any use, and licensing and approval of 
all forms of water-dependent develop- 
ment, such as manufacturing and 
industrial activities, food and animal 
processing, hydro-electric develop- 
ment, intensive agriculture, and water 
bottling. Many of these listed activities 
may have occasioned such extensive 
impacts that they have, in effect, 
illegally impacted or extinguished 
Aboriginal and treaty water rights. 


Further, international agreements may 
be permanently impairing Aboriginal 
rights, without providing any corre- 
sponding mechanism to redress the 
damage done or adhering to any 
domestic constitutional requirements 
regarding protection of those rights. 
The federal and provincial govern- 

_ ments have not engaged in the 
consultation necessary to justify 
infringements of this sort, and it 

is uncertain whether current trade 
rules would allow them to be able to 
fulfill their obligations in this regard. 
Governments have committed to 
international agreements that may, 
through their expansive trade and 
investment provisions, restrict any 
power the Crown may possess to 
fulfill s. 35 protections of Aboriginal 
and treaty rights. 


The Implications of 
International Trade 
Agreements 

Since the federal government com- 


mitted to and then largely abandoned 
the Federal Water Policy, particularly 


regarding Aboriginal water rights 
issues, it has committed itself to a 
number of international trade agree- 
ments. These agreements govern the 
trade of goods, services, and invest- 
ment across Canadian borders. Most 
notable of these is the North American 
Free Trade Agreement (NAFTA). 
Controversial for its expansiveness, 
and in particular, its inclusion of broad 
investor and investment rights, the 
NAFTA application to water is uncer- 
tain. However, that water may be sub- 
ject to NAFTA provisions, given the 
original intent of NAFTA to apply to 
all traded items, that the waters of 
Canada are used directly or indirectly 
as a traded good, and that NAFTA 
applies to investments in water. 


Canada has not ensured that Abo- 
riginal water rights (or any other 
Aboriginal or treaty rights) are pro- 
tected from the broad reach of NAFTA 
provisions. It is very likely that neither 
the federal nor provincial govern- 
ments could fulfill fiduciary and other 
obligations to Aboriginal peoples if 
those obligations conflicted with the 
rights and obligations under NAFTA. 

A compelling hypothetical illustration 
arises where Canada may wish to limit 
the export of bottled water to protect 
a water source subject to Aboriginal or 
treaty water-rights claims. This circum- 
stance has not yet come before the 
courts, but any protective action of 
this sort, particularly if foreign-owned, 
water-export contracts were preferen- 
tially targeted, would likely violate 
NAFTA provisions. Because this kind of 
conflict is potentially imminent, and 
given Canada’s complete neglect in 
the protection of Aboriginal water 
rights, these rights are at risk. 


Further, no current legislation or 
policy in Canada could prohibit 
Aboriginal peoples from engaging in 


expansive use of their water rights. 
This issue has not been adjudicated, 
but current decisions strongly suggest 
that the use of water by an Indigenous 
community to engage in economic 
development of any sort (including 
hydro-electric development or bulk- 
water export) would be within the 
scope of protected Aboriginal or treaty 
rights, and is clearly within the scope 
of activities under Aboriginal title. 

If Indigenous communities choose 

to exercise these rights, given the 
"national treatment" provisions of 
NAFTA and the current level of util- 
ization of water resources in Canada 
by non-Aboriginal interests, Canada 
will have no basis upon which to 
deny non-Canadian investors these 
same rights. 


Recommended Actions 


In response to this situation, a number 
of remedial actions are proposed. 


e The existence of Aboriginal water 
rights must be recognized by all 
governments in Canada. 


+ Canada and the provinces must 
fulfill their constitutional, fiduciary, 
and statutory obligations to Indige- 
nous peoples regarding the 
protection of Indigenous water 
rights. 


e All governmental decision-making 
processes that may limit Indigenous 
water rights must minimize limita- 
tions on these special rights to 
water. 


e Boundaries and criteria to guide the 
discretionary decisions of govern- 
ment officials (e.g., in regulatory 
licensing processes) that may limit 
Indigenous water rights must be 
clearly delineated. 


e An inclusive permanent national 
forum for discussing options for 
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the protection of water, including a 
revisitation and reaffirmation of the 
commitments made in the Federal 
Water Policy, must be created. 


+ Water policy development must 
focus on defining the most effective 
ways to protect Indigenous water 
rights while meeting ecosystem 
requirements and the needs of 
other water users. 


+ The federal government must 
commit to ensuring (e.g., through 
amendment or clarification to 
NAFTA, and through specific exclu- 
sions or reservations to this effect 
in all future trade agreements) that 
Aboriginal and treaty rights will not 
be limited by international trade 
agreements. 


e The linkages between trade law and 
policy, and water law and policy 
(at the local, regional, national, 
and international levels) must be 
explored and clarified through a 
process that identifies areas of 
ambiguity, ambivalence, overlap, 
or concern, and then begins to 
address these issues. 


e A comprehensive and inclusive 
strategy to include the meaningful 
participation of Indigenous peoples 
in both domestic and international 
water-related and trade-related deci- 
sions, discussions, and negotiations, 
must be developed, maintained, 
and documented. 


e International trade agreements 
must be developed and negotiated 
only with the meaningful input 
and involvement of Indigenous 
peoples, and only after a clear 
definition and understanding of 
the impacts and benefits that may 
accrue to Indigenous peoples have 
been determined. 


Final Thoughts 


The Canadian perception of water 

is linked to our national identity, 
cultural and artistic institutions, sense 
of security, and in many ways, our 
sovereignty. Maintenance of control 
over Canadian inland water resources 
is of fundamental and profound 
importance, and in all likelihood, this 
need will only increase in the future. 
Despite this, our waters are at risk, 
because NAFTA may prevent Canada 
from reducing or preventing the 
already extensive commodification of 
Canadian waters in their natural state. 


At the same time, many Aboriginal 
peoples rely directly on freshwater 
sources and their products for their 
livelihood and sustenance. As well, 
Aboriginal peoples have constitution- 
ally protected water rights, which 
Canada and the provinces have done 
little to protect, despite their fiduciary 
duties to do so. Aboriginal peoples 
may choose to exploit this resource, 
based on their Aboriginal or treaty 
rights entitlements. There are few 
limitations on the uses to which they 
may put their water rights. 


Certainly, there is a challenge associ- 
ated with protecting Aboriginal water 
rights in the context of international 
trade. The converse of this perspective, 
however, is that long-term protection 
of Canada’s freshwater resources may 
depend on the thorough, consistent, 
documented, and transparent dis- 
charge of governmental fiduciary 
obligations to Aboriginal peoples 
regarding their water rights. Although 
still uncertain, this may be one of the 
few actions governments in Canada 
can assert to prevent further water 
commodification and export. This 


may be the only legally justifiable way 
to restrict the trade in, and export of, 
Canadian water, without violating 
numerous NAFTA protections. By 
respecting their relationship with 
Aboriginal peoples, while seeking to 
protect water resources in Canada, 
governments could control further 
commodification of freshwater while 
upholding the honour of the Crown. 
This question remains to be resolved 
fully; it is mostly dependent on the 
willingness of Aboriginal and non- 
Aboriginal governments, the courts, 
and the citizens of Canada to assert 
forcefully the need to protect all rights 
associated with our common heritage, 
the freshwater of Canada. 


Notes 


1 °R. v. Van der Peet [1996] 2 S.C.R. 507 at 
para. 275. 


2 Ibid. at para. 271. 
3 Ibid. at para. 269. 


4 The treaties refer specifically and only to 
land in the sections that articulate the 
rights that the Indigenous peoples were 
relinquishing. 


S R. v. Sparrow [1990] 1 S.C.R. 1075. 


6 See R. v. Badger [1996] 1 S.C.R 771 at 
paras. 96 and 97, and more recently 
Marshall (#2) [1999] 3 S.C.R. 533, wherein 
the court affirmed that the Sparrow justifi- 
cation analysis is applicable to treaty 
rights cases. 


7 Environment Canada, Federal Water 
Policy, is available as of January 31, 2004 
at <www.ec.gc.ca/water/en/info/pubs/ 
fedpol/e_fedpol.htm#7.15>. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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pproximately 40 percent of the 
As km boundary between 

Canada and the United States 
is freshwater. Therefore, it is not sur- 
prising that Canada and the United 
States have a long history of binational 


and international governance of 
boundary waters. 


The International Joint Commission 
(JC), created by the 1909 Boundary 
Waters Treaty (BWT), has played a key 
role in boundary waters governance 


for nearly 100 years. The IJC’s respon- 
sibilities were expanded with the 1972 
Great Lakes Water Quality Agreement 
(GLWQA) and the 1991 Air Quality 
Agreement between Canada and the 
United States. 


For about the first seven decades after 
the IJC was created, governments 
almost exclusively relied on it to help 
manage boundary water issues. More 
recently, it is seen as playing a smaller, 
albeit still influential, role. How well 


The Boundary Waters Treaty 


The Boundary Waters Treaty (BWT) was signed in 1909 by Great Britain, on 
behalf of Canada and the United States. It came about because both Canada 
and the United States were becoming concerned about boundary water 
diversions or intentions to divert by the other country. For example, the 
United States was concerned when Canada announced plans to divert the 
Niagara’s water, which the United States had been using for hydro-electricity 
production. Canada became concerned when Chicago diverted water from 
Lake Michigan to dilute the city’s sewage and link Lake Michigan to the 


Mississippi River. 


The BWT provided the principles and mechanisms to help prevent and 
resolve disputes concerning water quantity and quality between Canada 


and the United States. 


The Treaty created the International Joint Commission to help carry out 

its purpose. The Commission is operated on the basis of equality between 
the two countries. The Commission is composed of six members: three 
American and three Canadian. One of the three American members is the 
US chair and one of the three Canadian members is the Canadian chair. 
The US Commissioners are appointed by the President with the concurrence 
of the Senate. The Canadian Commissioners are appointed by the Governor 


in Council. 


The BWT defines boundary waters as the waters from main shore to main 
shore of the lakes and rivers and connecting waterways, or the portions 
thereof, along which the international boundary between the United States 
and the Dominion of Canada passes, including all bays, arms, and inlets 
thereof, but not including tributary waters which in their natural channels 
would flow into such lakes, rivers, and waterways, or waters flowing from 
such lakes, rivers, and waterways, or the waters of rivers flowing across 


the boundary. 


(continued on page 22) 
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The Boundary Waters Treaty 


(continued from page 21) 


Over time, the principles of the Treaty have proven to be 
flexible enough to allow the two countries to use it to 


address diverse border issues, primarily by expanding the 


TRANSBOUNDARY BASINS 


is the IJC performing in the current 
environment and what, if anything, 
needs to change to increase its effec- 
tiveness? Is there a need for new insti- 
tutional structures to help address 

the boundary water challenges of 

the 21st century? 


Interview with the Right Honourable Herb Gray 


Pouicy RESEARCH INITIATIVE 


In February 2006, the Policy Research 
Initiative’s Sustainable Development 
research team met with two experts: 
the Right Honourable Herb Gray, 
Canadian Co-Chair of the Interna- 
tional Joint Commission, and Paul 
Muldoon, Vice-Chair of the Ontario 


PRI: The International Joint Commission 
is often cited as a model of success for 
other countries seeking to regulate and 
manage their international boundary 
waters. How did the IJC come into 
existence? 


HERB GRAY: The Boundary Waters 
Treaty was signed in 1909 between 
the United States and Great Britain 
acting for Canada. The purpose of 
the Treaty was to avoid or resolve 
disputes between Canada and the 


mandate of the IJC by giving it references. As such, there 
has not been a need to open up the Treaty or dissolve it. 


Environmental Review Tribunal. 

At the time of the interview, 

Mr. Muldoon was the Executive Direc- 
tor of the Canadian Environmental 
Law Association. This article presents 
excerpts from these two interviews. 


United States connected with bound- 
ary waters. One interesting thing 
about the Treaty is that it committed 
both countries not to pollute the 
waters of the other country. And, in 
those days, who cared about pollu- 
tion? The Commission was created 
by the Treaty and from the beginning, 
the Commission has been concerned 
with matters of water quality and 
water quantity. 
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The Great Lakes Water Quality 
Agreement and the International 
Air Quality Agreement 


In the 1960s, the IJC found that excessive levels of phosphorus were present 
at several locations in the Great Lakes and that municipal and industrial pol- 
lution was occurring on both sides of the Canada-US boundary to the injury 
of health and property on the other side. These findings were the basis for 
the 1972 Great Lakes Water Quality Agreement (GLWQA) that was later 
replaced by the 1978 Great Lakes Water Quality Agreement. The 1978 
Agreement was amended in 1983 and revised by a protocol in 1987. 


Columbia River 
Treaty 


The Columbia River Treaty 

is an agreement between the 
United States and Canada 
under which the US funded 
three Canadian dams (Mica, 
Keeleyside, and Duncan) and 
Montana s Libby Dam, whose 
reservoir extends into Canada. 
The United States gained flood 
control and power benefits 
from these storage dams. US 


The GLWQA initially focused on specific chemicals of concern, but has been 
evolving with each revision to take an increasingly holistic, ecosystem-based 


approach to ensuring water quality. The Agreement is being reviewed by 
the Canadian and American governments for possible further revision, as 
required under the Agreement after every third IJC biennial report. 


An agreement on air quality was signed in March 1991. The general objec- 
tive of the parties was to control transboundary air pollution between the 
two countries. The purpose of the agreement was to establish a practical 
and effective instrument to address shared concerns regarding trans- 
boundary air pollution. 


Under the terms of the Agreement, the governments established a bilateral 
air quality committee. This committee is responsible for reviewing progress 
made in the implementation of the Agreement, preparing and submitting 
periodic progress reports to the governments, referring each progress report 
to the IJC, and releasing those reports to the public. The governments 
assigned the IJC the responsibility of inviting comments on each progress 
report of the air quality committee and for synthesizing these comments 


President Dwight Eisenhower 
and Canadian Prime Minister 
John Diefenbaker signed the 
Treaty on January 17, 1961. 
The US Senate quickly ratified 
the Treaty, but the Canadian 
Parliament feared that the 
United States had more to gain 
than did Canadians. Parliament 
refused to ratify the Treaty until 
the United States agreed to pur- 
chase excess power generated 
in British Columbia, power for 
which the province had no use. 
At the time, the US Northwest 
treated the power as surplus 


for the governments. and sold it to the American 


Southwest. 


PRI: What special roles did the Treaty 
assign to the Commission? 


actively seek the IJC’s advice and the 
IJC involves the public in its work, 
the Commission’s reports are taken 
seriously by both countries. These 
references are on specific topics but 
the Commission can receive another 
type of reference, a “permanent refer- 
ence” written into an agreement 
between the two countries. 


has a permanent reference to monitor 
how the governments carry out their 
obligations to restore and maintain 
the physical, chemical, and biological 
state of the Great Lakes. They are also 
written, in a more limited way, into the 
International Air Quality Agreement. 


HERB GRAY: The Commission has 
three specific roles. One is to respond 
to formal requests from governments 
(known as references) to look into 
issues and report on how to resolve 
the issues. By custom, these references 
come from both governments even 
though the Treaty does not require 
_that. Because both governments 


It is important to note that the Article 
used to authorize references does not 
restrict them to matters of water or 
air. The governments could give the 


For example, in the Great Lakes Water 
Quality Agreement, the Commission 


eee EN SE OS 
HORIZONS VoLuME 9 NUMBER 1 PoLicy RESEARCH INITIATIVE 


24 


Control Orders 


The IJC issues control orders that are binding on both countries. When the 
[JC is asked to approve a particular project which may impact boundary 


waters, it usually issues a control order detailing the conditions under 
which the project may be carried out, and under which a structure such as 
a dam may operate. Control orders are managed by permanent committees 


called control boards. 


Commission references on anything, 
even softwood lumber. On more than 
one occasion they have done so. For 
example, at the governments’ request, 
the Commission looked into the feasi- 
bility of harnessing the tidal power in 
Passamaquoddy and Cobscook bays. 


The Commission’s third role is quasi- 
judicial. Under the Treaty, if anybody 
wants to build a structure on, over, 
or under a boundary water, they first 
have to go to the two governments 
and submit an application. If the 
governments agree, the application 
is sent to the Commission, which 
holds hearings and has complete 
authority to approve the application 
for the structure, disapprove it, or 
approve it with conditions. If the 
Commission approves the structure 
by way of a control order with 
attached conditions, it sets up a 
permanent control body to oversee 
the carrying out of the conditions. 


If, however, both countries sign a 
binational management agreement, 
the Commission does not have to 
be called on to approve a structure. 
An example of that is the Columbia 
River Treaty. The Commission is in 
the Treaty but only to solve disputes. 


PRI: What, in your view, are the IJC’s 
significant contributions? Where 
has it made a difference? 


HERB GRAY: The Commission covers 
8,000 km of the boundary, because 

it not only covers the international 
boundary from east to west but also 
the boundary in the North. 


While there has not been a major 
control order issued by the Commis- 
sion since the one in 1952 for the 

St. Lawrence hydro-power structure, 
it continues to have administrative 
responsibilities for 15 existing control 
bodies along the border. The Com- 
mission is, over time, systematically 
reviewing the control orders. Five 
years ago, the governments agreed 

to give the Commission $30 million 
to review the order dealing with 

the international section of the 

St. Lawrence River and Lake Ontario. It 
is just finishing up that major review. 


We have also established local water- 
shed boards in boundary watersheds 
and we have merged some of the 
existing boards, on a trial basis. For 
example, the water quality and the 
water quantity boards that used to 

be on the St. Croix have been merged. 


Under the Great Lake Water Quality 
Agreement (GLWQA), three scientific/ 
expert boards report to the Commis- 
sion: the Great Lakes Water Quality 
Board, the Great Lakes Science Advi- 
sory Board, and the Council of Great 
Lakes Research Managers. 


The GLWQA requires the Commission 
to prepare biennial reports on the state 
of the Great Lakes. In 2004, the IJC 
released its 12th biennial report. 


After every third biennial report, the 
GLWQA requires the two governments 
to carry out a review of the Agreement. 
The 12th biennial report triggered one 
such review. The Commission was 
given a special reference to get public 
input for the review. In addition to 
submitting a report to the govern- 
ments on public input, the Commis- 
sion will write its own report on how 
the Agreement should be changed. 
While there have been reviews after 
every third biennial report, the 
Agreement has not been updated 
since 1987. 


The Commission has dealt with 
almost 100 matters since 1911 and 
there is a very high proportion of 
acceptance of our recommendations. 
Why? For one, the requests come from 
both countries and they come in the 
same terms. Second, whenever we 
have a new reference, we set up a 
specific study board for that topic, a 
study board that is binational, with 
Canadian and American chairs. Also, 
the board members have to sign a dec- 
laration that they are working in their 
personal and professional capacities 
(not as representatives of their respec- 
tive governments). 
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On the Canadian side, at least, it is 
generally viewed that the Commission 
makes an important contribution to 
Canada-US relations, maybe a bit 
below the radarscope, but it just helps 
create the right atmosphere. 


PRI: With regards to the Devil’s Lake 
conflict, we understand the IJC could not 
step in to help resolve the issue, because 
it did not get a formal reference from the 
two governments. If there is another issue 
like Devil’s Lake where the two countries 
don't agree to give the IJC a reference, 
could there be an alternative conflict-free 
way of handling it that would be accept- 
able to both parties? 


HERB GRAY: The answer is, in part, 
in what was done. The two govern- 
ments negotiated an understanding 
that an effective filter would be put 
at the outlet that the state of North 
Dakota built. Then, they had a bina- 
tional team of scientists do a quick 
study, although there is some dispute 
over what the findings mean. So, the 
governments have announced they 
would give the IJC a reference to have 
its Red River Control Board study 
what is coming out of Devil’s Lake 
into the Cheyenne River and then 
into the Red River. We are waiting 
for that reference. 


The Treaty had anticipated that there 
would be cases where the governments 
would work out bilateral agreements, 
but what is not reflected in the Treaty 
is the degree to which national govern- 
ments show deference to state and 
provincial governments. The state of 
North Dakota did not want a reference 
and this position was strongly sup- 
ported by its congressional delegation. 


Devil’s Lake 


Devil’s Lake is a saline lake in South Dakota that has had no natural outlet 
in several thousand years. Rising water levels (due in part to regional land- 
use practices and in part to climatic variation) threaten towns and farmland 
around the lake. To solve this problem, South Dakota built a diversion to 
carry excess water away from the lake into rivers that eventually drain into 


Lake Winnipeg. Canada asked the United States to join it in sending a refer- 
ence to the IJC, which would likely have stalled the project and might have 
killed it, had the IJC found it to pose an unacceptable risk to Canadian 
waters because of the potential harm of introducing alien invasive species 
into Lake Winnipeg. The United States declined, so the IJC has not had the 
opportunity to investigate fully the matter or make a recommendation on 
the diversion. 


PRI: Is the IJC going to be sufficient to the 
task for issues of the future? Will it need 
to have an increased mandate? Will we 
need another body in addition to the IJC? 


HERB GRAY: I don’t think there is 
need to change anything in the Treaty. 
Governments may need to give the 
JC a larger budget so it could have 
more staff. They have to have a con- 
tinued commitment to use the IJC. 


With respect to another binational 
body, we have to ask realistically, 

will the two national governments 

be willing to yield more sovereignty 
than they already have in the Bound- 
ary Waters Treaty? If governments sub- 
mitted a treaty like the BWT to the US 
Senate today, would they approve it? 


The Commission’s budget is voted by 
Congress and Parliament. It basically 
covers costs for accommodations, 
salaries, travel, administration, and so 
on. It does not have a program budget. 
So, when there has to be a major study 
the two governments have to give us 
money or the work won’t get done. 


There are problems with alien species 
and the IJC could play a greater role. 
What is missing is co-ordination of 
effort; the US is making some tentative 
steps and Canada is making some 
tentative steps. Give us a reference to 
co-ordinate the laws and regulations of 
the 11 states/provinces and two federal 
governments to create a common 
workable standard rather than a patch- 
work quilt. 


I should point out that the role of the 
Commission has changed over the 
years. When the Agreement was first 
signed, the IJC had to do a lot more 
hands-on monitoring and reporting 
of the data. And that role gradually 
shifted to the two governments, and 
they set up a joint group called the 
Binational Executive Committee 
(BEC). With regards to whether the 
Commission’s role should be changed 
in the Great Lakes Water Quality 
Agreement, the Commission is 

going to submit its own study 

report for the review. 
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Interview with Paul Muldoon 


PRI: We wanted to interview you to 

get an outside perspective on boundary 
water issues in general, and the IJC, in 
particular. So, we could start with what 
you see as the current pressing boundary 
water issues. 


PAUL MULDOON: There is a whole 
range of boundary water issues along 
the entire common frontier. In gen- 
eral, the pressure to get water, both 
in quantity and quality, will be much 
higher in the upcoming years. I see 
this to be a renaissance of a new era 
of water conflict. Contrary to what 
some people believe, pollution is still 
alive. There is a lot of that still going 
on in the Great Lakes. 


The effectiveness of the IJC depends 
on its own actions but more so, on 
the governments’ actions. The govern- 
ments have a toolbox that includes 

a whole range of tools, including 
diplomacy and the IJC. The IJC is like 
a power tool that governments might 
decide to use. Now a tool should not 
be blamed for non-performance if one 
does not plug it in. Similarly, the IJC’s 
performance should not be questioned 


Canadian Environmental Law Association 


The Canadian Environmental Law Association (CELA) is a non-profit, pub- 
lic interest organization established in 1970 to use existing laws to protect 
the environment and to advocate for environmental law reforms. It is also 


a free legal advisory clinic for the public, and will act at hearings and in 
courts on behalf of citizens or citizens’ groups who are otherwise unable 
to afford legal assistance. 


Since this interview, Paul Muldoon has left CELA for the Ontario’s Environ- 


mental Review Tribunal. 


if governments have not given it the 
necessary resources and the mandate 
to do the job. 


According to the Boundary Waters 
Treaty, the IJC is a dispute settlement 
and conflict avoidance mechanism. 
Conflict avoidance means that when 
governments see an issue that may 
lead to a conflict, they employ the 
IJC to find out what the facts are, 
identify the issues, and make recom- 
mendations as to how to avoid or 
solve them. The tendency has been 
not to do that but to find a political 
solution that may or may not be the 
right solution. 


PRI: Former Premier Lougheed recently 
wrote an editorial about how diversions 
for bulk water export are soon coming to 
a watershed near you. Do you think proj- 
ects like GRAND are going to be back 
sometime soon? 


PAUL MULDOON: There is no indi- 
cation of that right now but we do 
anticipate enormous pressure for 
small diversions — pipelines, greater 
consumptive uses, including uses of 
groundwater for bottled water export. 


PRI: You have mentioned that there will 
only be increasing boundary water issues 
in the future, as the demand for water, 
particularly quality water, increases. 
Where do you think the next flash points 
will be? 


PAUL MULDOON: | think air will 

be a flash point. The Great Lakes 
Water Quality Agreement takes an 
ecosystem perspective, which means 
everything from climate change to 
loss of biodiversity to air pollution, 
technically, is in there. Also, invasive 
species is an issue, because of the 
number of invasives that are expected 
to enter the Great Lakes. What is 
even more important are the “surprise 
issues.” We don’t, as yet, have a robust 
enough regime to deal with those. 


PRI: Given that in the future, issues will 
likely arise where one of the parties feels 
it is an issue, but the other party does 
not want it looked at by the IJC, do we 
need some kind of mechanism or third 
party, in addition to the IJC, that could 
be invoked unilaterally? 
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PAUL MULDOON: What is first 
needed is some kind of an interna- 
tional summit where one would try 
to get an understanding as to why the 
governments have become reluctant 
to give the IJC references. We need to 
find out what would give them confi- 
dence for these kinds of references. 


Under the Great Lakes Water Quality 
Agreement, the IJC is required to 
report on progress toward the fulfill- 
ment of the objectives of the GLWQA. 
Governments, however, are not giving 
the IJC sufficient information to 
enable it to do that. It would be useful 


GRAND Diversions 


for governments to sit down with the 
IJC and create a protocol as to what 
information would be required by the 
Commission and what kind of infor- 
mation could be provided. This would 
ensure predictability in the informa- 
tion requirements and comfort for the 
IJC that the information is reliable. 


Let’s not change the Treaty but 
let’s try to understand the institu- 
tional, governance, political, and 
sociological reasons for the JC not 
being used enough. 


Over time, many large water diversion projects have been proposed that 
would move water from Canada to the United States. The two largest such 
proposals (both currently moribund) were GRAND and NAWAPA. 


The North American Water and Power Alliance (NAWAPA) plan involved a 
series of dams, canals, and pumping stations that would divert water from 
Alaska and Yukon into a large reservoir in southern British Columbia (flood- 
ing much of the Okanagan Valley), whence it would be pumped to existing 
canals and divered to the United States to supply water to California and 
the Southwest. Substantial hydro-electric generating capacity would be built 
at each dam along the route. 


The Great Recycling and Northern Development (GRAND) canal proj- 

ect would dam the southern end of James Bay to create a freshwater 
reservoir, which would be diverted through a series of canals and pumping 
stations to the Great Lakes, from whence it could be channeled to the 
American Southwest. 


The GRAND project was estimated in 1994 to cost about $100 billion; the 
NAWAPA project was estimated at $300 billion. 
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Introduction 


anada’s natural resource sectors 
including energy, minerals and 
metals, forestry, agriculture, 
and fisheries have been important 
staples of the Canadian economy 
and continue to support our standard 
of living today. As a trading nation, 
Canada offers many marketable skills, 
services, and product. However, 
we continue to rely heavily on the 
export of our natural resources to 
maintain a positive trade balance 
and employment. 


The profile of the water export issue 
has increased due to recent attention 
in the media: Peter Lougheed’s Globe 
and Mail editorial predicting that the 
United States will demand access to 
our water within five to ten years 
(November 11, 2005), a five-page 
cover story in Maclean’s arguing “Let’s 
sell them our water before they take 
it” (Steve Maich, December 28, 2005: 


Bottled Water 


26-30) and the CBC drama “H 0,” in 
which a prime minister is assassinated 
and American troops occupy Canada 

over water exports. 


Proposals have been made for the 
export of Canadian water for half a 
century. There is an emotional, often 
strident, debate between strong propo- 
nents and opponents over this contro- 
versial issue. For those who have not 
taken a position, the subject can be 
very confusing. There is no consensus, 
and strong, conflicting, professional 
opinions make the establishment of 
clear, sound policy a critical element 
in maintaining Canadian control. 


The issue of Canadian water exports 
is complicated and touches on legisla- 
tion, policy, jurisdiction, economics, 
politics, the environment, and per- 
sonal values, both domestically and 
at the international level. Many of the 
complexities lie in the fact that water 
is unlike any other natural resource, 


Canada has a booming trade in bottled water and other beverages, even 
from Ontario where export from the Great Lakes basin is prohibited. There 
is a sound business case for export of bottled water at the corporate level. 


The difficulty is that the owners of the resource, the provincial govern- 


ments, receive little or no direct economic benefit. Further, they bear the 
cost and responsibility of regulating the industry. British Columbia has a 
complicated rent structure for water, which identifies specific uses of water, 
but the rates are so low ($0.85/ 1,000 cubic metres for bottling water) as to 
be almost meaningless and there is no rate increase in British Columbia 
until 2009. Other provinces (Alberta and Quebec) are contemplating water 


pricing. Therefore, one criterion for approval of water export should be 


financial benefit to the exporting basin or province, which is not possible 
at present. It must also be noted that a royalty, rent, or export tax on water 
destined for export is forbidden by the WTO and NAFTA, because all parties 
to the agreements must be treated equally: if Canadians don’t pay rents or 
royalties for water, we can’t charge others for it. 


ee 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLuME 9 NUMBER 1 


as it is essential to life and has no 
functional substitute. It is, therefore, 
difficult for many to conceive of water 
as a commodity. On the other hand, 
the reliance on water for industrial 
processing, irrigation, electricity gener- 
ation, and other economic uses sug- 
gests that a monetary value could be 
established for water (as opposed to 
being free of charge as it is in Canada) 
allowing for the possibility of prof- 
itable exports. 


Although proposals to transfer bulk 
quantities of Canadian water to the 
United States began to surface in the 
1950s, it was the implementation of 
international agreements, such as the 
North American Free Trade Agreement 
(NAFTA) or the General Agreements 
on Tariffs and Trade (GATT), that 
caused concern, as such agreements 
may force Canada to allow the sale 

of water to the United States. Both 
agreements apply only to the trade 

of commodities, and the question of 
whether water falls into this category 
has yet to be resolved. In the mean- 
time, work has been done to assess 
the economic feasibility of bulk fresh- 
water exports to assess if the prospect 
is worth pursuing. 


For the purpose of this discussion, 
bulk water export refers to the physical 
transfer of water in its natural state 
from Canada to another country. Such 
transfers can occur on either a large or 
small scale. Whether a transfer is large 
or small is a function of the cost of the 
diversion, the technology used, and 
the amount of water being transferred. 
Water export derivatives! are not 
included in this discussion on bulk 
water export. 


Why is There an Interest in Canadian 
Water? 


The initial driver for interests in bulk water exports is the perceived surpluses 
of water within Canada’s borders. Over the years, the media and others have 
reported false information regarding Canada’s global share of freshwater 
quoting ranges between 20 and 67 percent as seen in the figure below. In 
reality, Canada has roughly 20 percent of the world’s freshwater but only 

7 percent of the renewable-supply. 


The myth of Canadian water abundance and misrepresentation of surpluses 
that are potentially available for export distorts the image of the potential 
volume that may truly be available. When the environmental needs for 
water are taken into account in conjunction with Canadian consumer 
needs, there is not a tremendous water volume left for export. Often, any 
volume that could be considered surplus is in northern regions, which are 


farther away from potential markets than over-allocated southern sources. 


“Andrew Wahl — June 26/98 Canadian Business, p. 28 
_ Canada has “2/3 of the world’s fresh water supply.” 


"Canada and the World Backgrounder — October/98, 
__p. 30 Canada has 2/3 [67%] of world’s water supply 


Peter C. Newman, Dreams of Empire, 1985, p. 4122 
__ Canada has 50% of the world's fresh water supply 


Globe and Mail — August 5, 2000, A1. 
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Par Jake McDonald — Enroute — June 1991, p. 39. 
Canada has 30% of the global fresh water supply. 
~ Robert Bourassa — Power From the North — 1985, uN 
p. 134 Canada has “no less than 27% of all global 
reserves of fresh, usable water.” ; 


CBC — various times 


Canada has 20-50% of world's fresh water supplies | 


The Commodification of 
Water 


The debates about whether water is a 
commodity take place in economics 
or in trade law, but those debates are 
independent and cannot be com- 
bined. According to economic theory, 
a commodity is an economic, tradable 
good, product, or article of commerce, 
something for which there is an 


established market where the com- 
modity can be bought and sold in 
commercial transactions between 
willing buyers and sellers. In the con- 
text of water, the application of this 
definition is not clear. Market funda- 
mentalists argue that water must be 
a commodity, because the market is 
the only mechanism for allocating 
scarce resources. Other economists 
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argue that water is a public good and 
should remain a public sector respon- 
sibility to ensure that essential needs 

and services are provided. 


Water pricing is often promoted as an 
important tool for demand manage- 
ment. However, criticisms arise when 
pricing systems that might make sense 
for industries that profit from the use 
of water are applied to water as an 
essential service. In Canada, current 
provincial legislation, particularly in 
the west, appears to allow for the com- 
modification of water under certain 
circumstances marking an evolution 
from riparian rights, to prior alloca- 
tion, to management of a scarce 
resource. Some provinces allow access 
to water in rural areas for domestic 
use and family agriculture without the 
need for a licence, which is consistent 
with the essential services argument. 
However, licences are required for 
larger volumes, industry, intensive 
livestock operations, and irrigation. 

In British Columbia, an annual fee for 
water is paid, which is determined by 
purpose and volume and in Alberta, 
water licences can be traded giving 
water the characteristics of a commod- 
ity from an economic perspective. 


With respect to bulk water export, the 
issue of commodification has yet to be 
resolved as a matter of trade, despite a 
large volume of speculative literature. 
A commodity under NAFTA and GATT 
is a legally negotiated position and 
not in any way connected to the eco- 
nomic definition. To date there has 
yet to be a ruling by a court or trade 
panel on whether water is a commod- 
ity. Should water be ruled a commod- 
ity, then Canada’s ability to control 

its export may be limited. 


Given the complex and ubiquitous 
nature of water, its attributes and uses, 
a ruling on water as a commodity in 
trade and commerce would be very 
difficult. It is hoped that the ruling 
court or tribunal would understand 
the potential repercussions of trying 
to impose a simple yes or no answer 
on a very complex set of issues. If 
governments do not want to take 

the chance of leaving decisions about 
water exports to courts or tribunals, 
which are not always predictable, they 
must set the terms and conditions 
under which export of water as a 
commodity would be permitted. 


The Bottom Line 


Ultimately, bulk water export will 
only be pursued if it is profitable for 
the parties involved. To explore the 
potential for profitability, the esti- 
mated costs of a number of large- 

and small-scale water export proposals 
can be contrasted to the average cost 
and marginal cost for water in poten- 
tial markets. Large-scale water export 
proposals involve billions of dollars 
(US) in construction, operation, and 
management of dams and canals, and 
the inter-basin transfer of hundreds 
of thousands of acre-feet of water to 
areas across North America (Dale, 
1992). Small-scale water exports 
involve water shipments (supertanker 
and bladder technology towed behind 
tugboats) or small-volume pipelines 
that would transfer a smaller volume 
of water, typically for higher-value 
municipal use, and have lower infra- 
structure costs (Gleick, 2001). 


It should be noted that the costs for 
export proposals are open to scepticism, 
because they were acquired from pro- 
ponents and are not independently 


verified. Also, an export proposal 

would likely have additional costs 
that were not foreseen during the 
planning process. 


Large-Scale Exports 


Large-scale export proposals are 
designed to supply water for irrigation; 
however, the costs of water in these 
systems (ranging from $3,300 - $7,810 
per acre foot) are far too high for irri- 
gators. In one economic study con- 
ducted in 1999, the value of water for 
irrigation in the Western United States 
ranged from $9 to $44 (US) per acre- 
foot. If some irrigators paid more than 
$9 to $44 (US) they would lose money 
on the production of their crops (US, 
1999: 121). Therefore, the business 
case for the large projects cannot be 
made. Only with massive govern- 
ment subsidies would the large-scale 
projects be contemplated. 


Another factor, which mitigates 
against a sound business case for the 
large projects, is the requirement for 
environmental impact assessments 
(EIA) for the proposals. Large-scale 
export schemes, such as the North 
American Water and Power Alliance 
(NAWAPA) proposal, would have 

very large environmental and social 
impacts requiring the flooding of 
large areas of British Columbia. The 
NAWAPA proposal as well as the 
GRAND Canal scheme would require 
large canal systems that would disrupt 
transportation networks and the 
movement of wildlife.2 A major con- 
cern is the transfer of exotic species 
with resulting environmental damage. 
The Garrison Diversion from the 
United States to Canada was stopped 
by the International Joint Commission 
on this issue, but the Devil’s Lake 
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diversion into Canada has taken place 
in spite of Canadian objections. 


Given such massive disruptions to the 
landscape, it would appear that the 
only business case that could be made 
for large-scale export is the profits to 
be made by consultants to do govern- 
ment-funded feasibility studies and 
environmental impact assessments. 


Small-Scale Exports 


In some cases, the marginal costs of 
the exported water using pipelines, 
tankers, bags, or bladder technologies 
(ranging from $1,000 - $6,978 per acre 
-foot) are close to those for water in 
certain markets, where the marginal 
cost ranges from $110 - $27,000 per 
acre-foot, but is most often from $900 
- $6,000 per acre-foot. It is important 
to note that the financial feasibility of 
the export proposals must be based on 
the marginal cost of water — the cost of 
adding additional supplies — not the 
average price in the importing basin. 
Examining marginal costs in potential 
markets appears to make the business 
case for small-scale exports more 
attractive. It is the favourable compari- 
son of small-scale export costs and 
marginal costs in potential markets 
that have led politicians and entrepre- 
neurs to think of exports as desirable. 


Although some small-scale proposals 
may have an acceptable cost, several 
significant factors diminish the 
strength of a business case. First and 
foremost, Canadian provinces have 
legislation or policies forbidding bulk 
water exports, which would clearly 
affect the feasibility of export propos- 
als. As indicated by public pronounce- 
ments over the years, the federal 
government has an unwritten policy 
against exports. Therefore such pro- 


posals could not be realized at present. 
Should there be an international trade 
ruling in favour of the commodifica- 
tion of water, such legislation would 
become illegal. 


Another consideration is the seasonal 
shift in the demand for water. 
Demand for imported water often 
arises due to temporary shortages 


to find estimates of the costs of 
demand management; in many cases, 
the costs are low as the returns on the 
initial capital investment continue 
without much operation and mainte- 
nance costs. 


Desalinization using reverse osmosis or 
distillation has high capital and energy 
costs and costs associated with the 


There has yet to be a ruling by a court or trade panel on whether 


water is a commodity. 


caused by emergencies or droughts. 
Investing in infrastructure costs that 
would depend on water shortages to 
be profitable introduces an uncertainty 
that is perhaps too large to make the 
project feasible. 


The competitive alternatives to 
imported water in the potential mar- 
ket also erode the business case for 
exports. Among the alternatives are 
demand management and desaliniza- 
tion. Demand management could 
include increased water right transfers, 
increased use of water pricing, educa- 
tion on the value of water, recycling, 
and the introduction of more efficient 
technology. 


Demand management alternatives are 
more cost effective for a region than 
adding supply through the importa- 
tion of Canadian water. Demand 
management alternatives also have 
the advantage of enhancing environ- 
mental quality in an aquatic ecosys- 
tem. Although demand management 
theoretically offers the strongest com- 
petition to water exports, there is 
often political, public, and bureau- 
cratic resistance to implementing 
demand management strategies in 
potential market areas. It is difficult 


disposal of the brine produced. This 
alternative is favoured by communities 
such as Santa Barbara, because it offers 
security of supply. The high energy 
prices might appear to favour imports 
for meeting marginal demand. How- 
ever, renewable energy, specifically 
solar, is becoming increasingly feasible 
for providing the energy requirements 
for desalinization. 


The fact that there has been no expe- 
rience with water export markets in 
North America further weakens the 
business case for export. A significant 
amount of work would be necessary 
to resolve the conditions of any initial 
prospects. Most notably, the determi- 
nation of the price at which water 
would be sold and the negotiation of 
the preliminary contract would require 
careful consideration of a number of 
factors. Until there are several years of 
experience with a small-scale water 
export project, uncertainties associated 
with seasonal and annual variability of 
demand and the availability of feasible 
alternatives will significantly increase 
the financial risk and weaken the 
business case for export. 


Governments and proponents must 
understand the financial risks of 
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small-scale exports before putting 
resources into proposals. Currently, 
Canadian government policy and leg- 
islation prohibit export. However, a 
court or trade tribunal decision by a 
challenger could be successful. It is 
also possible that the United States 
will demand access to what it thinks 
of as a continental resource. It would 
be imprudent for Canadian govern- 
ments to be unprepared to dictate the 
requirements that export proposals 
must meet. 


Six mandatory conditions are 
proposed for water export proposals: 


1. an environmental impact assess- 
ment that shows that there will 
be no significant environmental 
damage in exporting or importing 
basins; 

2. proof that there is a reliable 
exportable surplus in the exporting 
basin; 


3. evidence that there will be financial 
benefits to the exporting basin; 


4. confirmation that there is a realistic 
market that wants the water; 


5. a business plan from the propo- 
nent; and 


6. a provision for auditing the project 
as it proceeds. 


Conclusion 


There has been a lot of discussion and 
debate regarding the bulk export of 
Canadian water and whether it will 
ever occur. Such questions will not 
be formally answered unless there is 
a legal challenge by another country 
wishing to gain access to our fresh- 
water resources. A court or tribunal 
ruling will be needed to determine if 
water is a commodity that falls under 
international trade agreements. 


In general, a hard and fast rule about 
water as a commodity cannot be 
made. As a component of the terres- 
trial, aquatic, or atmospheric environ- 
ment, it is not a commodity. However, 
water takes on the characteristics of a 
commodity when used for larger-scale 
industrial uses, including industrial 
agriculture. In moving forward, it will 
be necessary to resolve different valua- 
tions for the different uses and func- 
tions of water to ensure that essential 
services are protected. 


In terms of the economic feasibility 
of bulk water export projects, it was 
concluded that large-scale proposals, 
such as the GRAND Canal, would not 
produce a return on capital invested, 
would only be feasible with govern- 
ment subsidies, and would likely 


cause significant environmental 
damage. Some small-scale proposals 
could theoretically produce a profit 
under certain circumstances. 


Notes 


1 Water export derivatives are those pro- 
ducts or services that consume or use 
water in production processes. Classic 
examples include steel in exported prod- 
ucts or pulp and paper. 


2 Please refer to the text box on p. 27 for 
more information on NAWAPA and the 
GRAND Canal proposals. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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uch has been written about 

the commercial phenome- 

non of the bottled water 
industry over the last decade and 
many prominent environmental 
groups have weighed into the discus- 
sion and arguments, mostly on the 
negative side. According to a report 
published by the Earth Policy Institute, 
a Washington-based non-governmen- 
tal organization, sales of bottled water 
rose by 57 percent in the past five 
years and in the past year alone 
154 billion litres were consumed 
around the world. The phenomena is 
indeed extraordinary with customers 
literally “drinking up” water from 
exotic sources — glacier and iceberg 
water being at one extreme — i.e., cen- 
turies old water from preindustrial 
revolution (contamination) times, to 
desalinated deep Hawaiian Seawater 
(an emerging market in Japan worth 
$17 million at $6 a bottle from 3,000 
feet below the surface on the Big 
Island’s Kona Coast). 


The increase is a global phenomenon, 
with sales steadily rising even in those 
places where tests have shown time 
and again that tap water is equally 
safe. There are environmental com- 
plaints: unnecessary packaging and 
the huge amounts of energy used in 
extracting, bottling, and transporting 
the water. The Earth Policy Institute 
argues that one third of the money 
spent on bottled water would be 
enough to halve the number of 
people without ready access to clean, 
safe drinking water, a point perhaps 
particularly current given the discus- 
sions March 16 to March 22, 2006 

at the World Water Forum in 

Mexico City. 


The CWWA’s Position 


One would think that the Canadian 
Water and Wastewater Association 
(CWWA) along with counterpart 
national water and wastewater asso- 
ciations in other countries might well 
be on the side of the environmental 
groups. Does the bottled water indus- 
try pose a threat to the water supply 
services of the municipalities? The 
CWWA represents nationally the inter- 
ests of the municipal water supply and 
wastewater services, but the CWWA 
does not view the bottled water indus- 
try as a threat in itself. In fact the 
CWWA position, published on its web 
site <www.cwwa.Ca>, States: 


Bottled water should meet the 
minimum criteria as set out 

in the Guidelines for Canadian 
Drinking Water Quality, and that 
labeling be required to advise 
consumers of the water source, 
the treatment method used, the 
shelf-life of the contents, and the 
contents and standards met by 
the bottled water. 


The CWWA position further states leg- 
islation should be enacted to control 
and monitor the bottled water indus- 
try in the same fashion as centralized 
water supplies, since although bottled 
water is regulated under Division 12 
of the Food and Drug Act Regulations, 
the standards are not as stringent as 
is typically found in the provinces 
and territories for municipal drinking 
water services. 


The CWWA recognizes that by and 

large, the bottled water industry is 

meeting two social needs: 

e a point-of-thirst consumption need 
(that is competitive with all other 
beverages); and 
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°_a consumption need for the more 
than two million Canadian homes 
and eight million cottages that are 
on private wells and where the 
owners may not be sure of the qual- 
ity of the water available to them. 


The two consumption patterns are 
quite different. The former consumers 
essentially buy water in beverage-sized 
containers (which in any case are 
often refilled from a tap), the latter 
buy water in larger containers and 
may have a water dispenser to hold 
the container. These larger containers 
may also be refilled at specialty water 
stations found in various commercial 
outlets, such as grocery stores. 


The CWWA opposes any actions of 
manufacturers, distributors, or retailers 
of bottled water that through adver- 
tising, marketing, or other activities 
imply that central water supplies are 
not safe to drink. Of particular con- 
cern is the public perception that chlo- 
rinated water is harmful. Chlorine is 
added to municipal water supplies to 
meet the regulations of the drinking 
water authorities to ensure that the 
water is safe to drink. By “safe,” health 
authorities mean free from micro- 
biological hazards that can cause 
immediate health problems, such 

as gastrointestinal illness. 


The Older Profession 


But to get back to the older profession. 
Humans have been bottling water 
from prehistoric times, and there is 
ample archeological evidence of this in 
all parts of the world. Goat-skin water 
bags, gourds, and clay pots have been 
used for millennia to hold and facili- 
tate the transport of water for trav- 
ellers and hunters or to carry water 
from a well or river to the village that 
may have been located in a more 


secure area. Some containers were 
user-filled; some were supplier-filled 
and no doubt were sold or bartered 
in some primitive market place. 


Water carriers still exist in many deve- 
loping countries where piped water 
systems are not installed. The water 


convenience stores. Restaurants, movie 
theatre snack bars, etc., can and do 
charge even more and may expect a 
tip to be added. Currently, bottled 
water (in beverage-sized bottles of 

375 mL) can be purchased in 24 packs 
at about $0.15 per bottle, 3 L bottles 
can be purchased for less than $3.00, 


The Earth Policy Institute argues that one third of the money spent 


on bottled water would be enough to halve the number of people 


without ready access to clean, safe drinking water. 


carriers may operate trucks to deliver 
water in bulk to user-owned con- 
tainers, or may simply deliver full 
containers and collect empty ones. 
This is a common practice in northern 
and remote parts of Canada as well 

as in developing countries. 


Bottled water (in all its diversity of 
container options and marketing situa- 
tions) provides an essential service: the 
supply of water from a source (place of 
abundance) to the place of consump- 
tion (point of need). 


Pricing 

In the early years of the current bot- 
tled water industry’s growth, bottled 
water typically would retail at any- 
where up to 4,000 times the price of 
tap water. A 500 mL bottle of water 
selling for $1.95 works out to be the 
equivalent of $3,900 for a cubic metre 
of drinking water. A municipality will 
typically charge from $0.35 to $1.50 
for a cubic metre of water (delivered 
continuously, 24 hours a day, seven 
days a week into the consumer’s house 
or building) — a real bargain. The $1.95 
price remains a typical price for bot- 
tled water sold, one bottle at a time, 
from a variety of retail outlets serving 
the point-of-thirst market, such as 


and 18 L containers typically can 
be purchased for about $5.00/unit 
in supermarkets. 


Competition is therefore driving the 
price of bottled water down, although 
it still remains more expensive than 
tap water. 


In response to this commercial and 
social phenomenon, some Canadian 
municipalities offer their residents 
re-usable plastic water bottles that are 
intended to meet the point-of-thirst 
need, yet would be filled with tap 
water. The City of Ottawa, for exam- 
ple, produced such a bottle and 
included information on the label 
that its tap water fully meets the 
Guidelines for Canadian Drinking Water, 
and that the bottle can be filled and 
refilled 54 times from the tap for less 
than $0.01. Other cities actually con- 
templated entering the bottled water 
market by bottling their own water 
and marketing it in competition with 
the bottled water companies, although 
this is not common. 


Health Issues 


All Canadian municipal water supplies 
are subject to a similar regulatory 
regime imposed by the provincial or 
territorial governments. Water sources 
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are examined for risks and water treat- 
ment plants are built according to 
government requirements that reflect 
the risks present. The objective is to 
ensure that the water produced in the 
treatment plant is potable and meets 
the Canadian guidelines for drinking 
water quality or any standards 
imposed additionally by the province 
or territory concerned. Regular water 
quality tests are required to confirm 
the production process, and these are 
often double-checked by inspectors 
taking their own tests. Laboratories 
performing the water quality tests 
have to be accredited under Standards 
Council of Canada requirements. The 
Canadian guidelines for drinking 
water quality take into account 
human health risks from over 120 
likely or known contaminants and 
often have a safety factor of between 
10 and 100 to address the issue of 
uncertainty. 


In Canada, bottled water (prepackaged 
water) is considered a food and is regu- 
lated under Division 12 of the Food 
and Drug Regulations. These regulations 
classify bottled water as to type and 
require that bottled water be microbio- 
logically safe. In the United Kingdom, 
the position is that the bottled water 
should at the minimum meet the 
requirements of the international 
Codex Alimentarius Commission: 
Codex Stan. 108 B 2001 Codex Stan- 
dard for Natural Mineral Waters and 
Codex Stan. 227 B 2001 General Stan- 
dards for Bottled/Packaged Drinking 
Waters (Other than Natural Mineral 
Waters). In Europe, a similar approach 
has been taken. In the US, regulations 
under the Food and Drug Act (CFR Title 
21, Part 165) require that the bottled 
water meets specific water quality stan- 
dards and that the materials used in 


the bottles and caps meet require- 
ments not to leach contaminants into 
the water. NSF International based in 
Ann Arbor, MI indicates that it certifies 
a number of bottled waters to the FDA 
water quality requirements (both in 
the US and in Latin America) but no 
bottles or caps have been certified 

to the material standards. Canada’s 
regulations do not address the issue 

of materials used to manufacture 
bottles and caps. 


Under the Food and Drug Regulations 
in Canada, bottled water comes in 
three essential varieties: spring water, 
mineral water, and drinking water. 
Spring water is defined as potable 
water (i.e., fit for human consump- 
tion) that comes from an underground 
water source. Mineral water is spring 
water with a larger amount of dis- 
solved mineral salts (usually about 
500 mg/L of total dissolved solids). 
Spring and mineral waters must not 
have their composition modified 
through the use of chemicals, but car- 
bon dioxide and ozone can be added 
during the bottling process to protect 
the freshness. Drinking water is simply 
water that has undergone some form 
of treatment to render it potable. 
Much of this “drinking water” is sim- 
ply municipal water (already potable 
by law) that has been triple filtered 
(often essentially to remove the chlo- 
rine) and re-disinfected with a non- 
chlorine disinfection process. There are 
many sub-grades of water depending 
on source and treatment. Some are 
considered natural as in natural spring 
water; others are de-ionized meaning 
they have gone through some form of 
electrolysis; distilled water means it 
has been distilled by a boiling process 
and has an electrical conductivity of 
less than 10 uS/cm. Bottled waters 


may also be carbonated and fluori- 
dated and some add salt (sodium chlo- 
ride) to provide an “acceptable taste.” 
Some bottled waters have a sodium 
content that exceeds the guidelines for 
Canadian drinking water quality. The 
choice for consumers (and bottlers) is 
pretty much endless. 


Although certain mineral waters may 
be useful in providing essential micro- 
nutrients, such as calcium, the World 
Health Organization (WHO) is 
unaware of any convincing evidence 
to support the beneficial effects of con- 
suming such mineral waters, despite 
millennia-old European and other cus- 
toms of going to spas for bathing and 
drinking spa water for “health” rea- 
sons. As a consequence, WHO guide- 
lines for drinking water quality do not 
make recommendations regarding 
minimum concentrations of essential 
compounds. Canadian bottlers, under 
the Food and Drug Act are not allowed 
to make health claims, unless they can 
be demonstrated by clinical trials. 


A related issue has been raised as to 
whether the plastic material typically 
used to manufacture the bottles them- 
selves presents a health risk. Studies 
have indicated that bottled water can 
contain “high” levels of substances 
leached from the polymer of the plas- 
tic bottle. None of these levels found 
exceed maximum daily intake levels 
established by health authorities, but 
nevertheless, those who drink bottled 
water should be aware that they may 
be contributing to their intake of these 
substances, and that the “older” the 
bottled water is, the more likely some 
leaching could have occurred. (Note: 
check the “best before date” on the 
bottle and recall that little apparent 
certification to the US FDA materials’ 
requirements seems to take place.) 
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Environmental Issues 


Forty percent of bottled waters are 
actually derived from municipal water 
supplies and simply subjected to a 
number of additional filtration 
processes. Carbon filters are used to 
remove any chlorine or other flavours. 
Often, the water is passed through a 


Where bottled water is taken directly 
from springs or wells, contentious situ- 
ations have arisen with local commu- 
nities claiming that their springs have 
run dry or that their aquifer is being 
depleted. This situation has arisen 

in a number of communities across 
Canada and the United States, but the 


According to the US Container Recycling Institute, only 14 percent 


of plastic water bottles are recycled and a plastic water bottle will 
take over 1,000 years to biodegrade if land filled. 


reverse Osmosis process to reduce the 
presence of fine particles and maybe 
some chemicals with large molecules 
or organic material to levels below 
those allowed in drinking water regu- 
lations; and often they are subjected to 
ozonation or some other form of dis- 
infection to ensure the water is fully 
disinfected without a taste or odour. 


A number of environmental issues 
have been identified in the literature 
and press. 


Depletion of Water Sources 


Where bottled water is produced using 
municipal water supplies as the source, 
there generally is not a problem of 
water source depletion, although the 
bottled water may add to the demand 
for water. Competing point-of-thirst 
beverage manufacturers (e.g., beer, soft 
drinks, and beverages using fruit con- 
centrates) are located in municipalities 
and use municipal water supplies as 
their source. They too may undertake 
additional treatment on site to assure 
end-product flavour consistency. Thus, 
these bottled water activities may not 
increase the demand for municipal 
water, just divert its use from one 
product to another. 


one that has received international 
attention and is often cited on envi- 
ronmental non-governmental organi- 
zations’ web sites comes from the 
bottled water plants of Coca-Cola in 
the states of Kerela and Tamil Nadu 
in India where more than 50 commu- 
nities claim their aquifer has been 
depleted. Water use regulatory boards 
in many provinces and states are 
grappling with abstraction permit 
applications and the competing use 
of limited supplies. 


From a global environmental point 

of view, bottled water has not led to 
an increased consumption of water; 

it has simply resulted in the diversion 
of consumed water from one source 

to another (e.g., from tap water to bot- 
tled water or from beverages or fruit 
juices to bottled water). The amount 
of liquid consumed per person has not 
varied, just the source of the liquid 
and its flavouring. 


Waste Generation 


Most bottled water is sold in non- 
reusable plastic bottles that may or 
may not be recycled. It has been esti- 
mated that in California, more than 


1.6 billion plastic bottles are sent to 
municipal waste dumps every year. 
According to the US Container Recy- 
cling Institute, only 14 percent of 
plastic water bottles are recycled and 

a plastic water bottle will take over 
1,000 years to biodegrade if land filled. 
Forty percent of the US plastic bottles 
that reach recycling plants are actually 
shipped to places like China. 


Energy Consumption 


The mere production of plastic bottles 
demands huge quantities of petroleum 
resources, let alone the energy that has 
to be used to transport the empty and 
filled bottles and for the collection and 
recycling of the bottles after use. 


Also, much of the bottled water must 
be transported long distances — and 
nearly one fourth of it across national 
borders — by boat, train, airplane, and 
truck. This involves burning massive 
quantities of fossil fuels. For example, 
in 2004 alone, a Helsinki company 
shipped 1.4 million bottles of Finnish 
tap water 4,300 kilometres to Saudi 
Arabia. And although 94 percent of 
the bottled water sold in the United 
States is produced domestically, some 
Americans import water shipped some 
9,000 kilometres from Fiji and other 
faraway places to satisfy demand for 
what is termed “chic” and “exotic” 
bottled water. Canada, of course, 
benefits from this by exporting 
bottled water to the United States, 
but Canadians also import bottled 
water from abroad. 


Impact on Sustainable Development 


The growth of the bottled water 
industry in developed countries is 
being replicated in developing coun- 
tries, and it is feared that those who 
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can least afford to buy bottled water 
are forced to do so, because of a lack 
of investment in conventional water 
infrastructure, that would provide safe, 
clean drinking water in remote and 
small villages throughout Africa, Asia, 
and Latin America. 

Back to the Positive Side 

In emergency conditions, (inspected) 
bottled water is an essential means of 
assuring public health and consump- 
tion requirements are met. It is whole- 
some and transportable. It can be 
where you want it to be. The after- 
math of Hurricane Katrina was an 
example of the immediate need to 
transport huge quantities of bottled 
water to displaced persons in the wake 
of disasters. 


In the very few circumstances and 
instances where municipal supplied 
water fails temporarily to meet drink- 
ing water quality standards, the 
options available are to boil the tap 
water or to consume bottled water. 


Conclusions 

The CWWA recognizes that bottled 
water is not a competitor to munici- 
pally supplied water, that it is whole- 
some (although not regularly tested to 
drinking water standards) and priced 
to meet higher costs of production, 
transportation, and distribution and 
to meet a positive market need. 


However, governments in Canada may 
need to address several policy issues: 


e What are the resource use implica- 
tions of an expanding bottled water 
industry (water, hydrocarbons, 
energy, etc.)? 


e Should the drinking water quality 
standards imposed on municipali- 


ties, be imposed on bottled waters, 
reducing or eliminating consumer 
choice on for example, mineral 
waters? 


e Is there a need for standards for 
the materials used to manufacture 
the bottles? Do leachates into the 
water from the bottles cause con- 
cern, and could the bottles be 
made biodegradable? 


+ How effective are regulations in 
protecting consumers from advertis- 
ing misrepresentations? 


Governments in other countries, par- 
ticularly developing nations where 
bottled water may be or is seen as 
being the only safe source of drinking 
water have a similar set of policy 
issues, although they may be more 
serious. In addition, there are particu- 
lar policy issues, for example: 


e Are per capita incomes being unrea- 
sonably diverted to the purchase of 
bottled water from other essential 
domestic purchases and needs? 


e Is the lack of safe municipally sup- 
plied water limiting the achieve- 
ment of social and economic 
development, and environmental 
goals? 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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anada has thus far made rela- 

tively little use of market-based 

instruments (MBIs) — also 
known as economic instruments — for 
water management when compared 
with other developed countries. This is 
in spite of the fact that for many years, 
the OECD and other organizations 
have urged the Canadian federal and 
provincial governments to use more 
MBIs to better achieve environmental 
objectives at lower cost. More recently 
(Canada, 2004), the federal govern- 
ment received the Report on Smart 
Regulation, emphasizing the need 
for cost efficiency and flexibility in 
achieving desired objectives as well 
as expanding the appropriate use of 
economic instruments. 


The PRI project on freshwater investi- 
gated MBIs for controlling water use 
and water pollution. We found sur- 
prisingly limited efforts put into docu- 
menting the experiences of using 
MBIs and, as a result, it is very difficult 
to assess their effectiveness and effi- 
ciency. In what follows, we present 
the main results of the PRI’s research, 
including recommendations for policy 
development and further policy 
research studies. 


What Are Market-Based 
Instruments? How Do 
They Compare to Other 
Instruments? 


Market-based instruments can be 
described as “regulations that encour- 
age behaviour through market signals 
rather than through explicit directives 
regarding pollution controls or me- 
thods” (Stavins, 2001: 1). This high- 
lights the fact that MBIs are a form of 
regulation imposed by the state that 
operate through incentives provided 


within the institution of the market. 
More precisely, as Hatton MacDonald 
et al. (2004: 15) emphasized, using the 
notion of market-based rather than 
economic instruments in Australia 
helped to clarify MBI reliance on a 
well-defined regulatory framework, 
which may also include the speci- 
fication of property rights and 
entitlements. 


Such a clarification is indeed useful, 
since it is still common in the litera- 
ture to oppose MBIs and command- 
and-control regulation, where the 
latter usually specifies the method 
used to deal with a specific problem, 
thus leaving little flexibility to firms. 
But the opposition may be misleading, 
as there are other types of regulation, 
not based on market processes, that 
may not be very directive in the 
choice of methods. From this stand- 
point, MBIs could be more usefully 
described as a less intrusive form 

of regulation. 


The expected benefits of using MBIs 
lie mainly in their cost effectiveness, 
in the fact that they allow more flexi- 
bility for compliance, and in their 
presumed fostering of innovation. 
While some of these benefits have 
been empirically verified in some cir- 
cumstances, they do not necessarily 
materialize in all cases (Tietenberg 
and Johnstone, 2004). Implementing 
MBIs can require time and investment, 
especially in monitoring capacity, and 
in modifications to the bureaucratic 
apparatus and its relation to regulated 
entities. These factors can make MBIs 
difficult and costly to implement, 
without bringing the expected bene- 
fits. Market-based instruments can 
have important social consequences, 
both positive and negative. 
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Other large sets or classes of instru- 
ments, often distinguished from 
MBIs or other regulation, can be 
grouped under the terms “voluntary 
instruments” and “education initia- 
tives.” Voluntary approaches include, 
for example, eco-labelling, industry 
codes of practice, or covenants. 
Education initiatives cover training 
as well as community-based social 


adopt/use them to private actors. 
These approaches mainly rely on 
moral suasion in a given social con- 
text. From an institutional standpoint, 
actors are viewed as part of some social 
network, for example a physical com- 
munity or a group of enterprises in a 
given sector, which provides the basic 
impetus for the adoption of a volun- 
tary instrument. 


Data on water availability, water quality, and water use are all 


generally insufficient in Canada. 


marketing. While clearly different, 
we bring together these two types of 
approach, as they share fundamental 
distinctions with market-based and 
regulatory approaches. 


It might be useful to distinguish the 
main classes of instruments (directive 
regulation, MBIs, and voluntary instru- 
ments/education) by highlighting the 
main institutions on which they rely 
for their implementation and opera- 
tion (recognizing that institutions are 
not completely independent). Most 
regulations are the most directly 
linked to state institutions in that the 
state sets both the objectives and, to 
a variable extent and depending on 
the type of regulation, the methods 
to achieve them. Market-based instru- 
ments, in contrast, while also relying 
on state-set objectives, leave more 
room for private actors, in the setting 
of market institutions, and in deter- 
mining the method to achieve them. 
Note that all regulation, whether 
market-based or not, needs to be 
backed by enforcement and monitor- 
ing. Finally, voluntary/educational 
instruments, which can also be based 
on state objectives or state-defined 
methods, leave the decision to 


With respect to MBIs, two main 

types can be distinguished: those 

that are price-based and those that are 
quantity-based. The first type, such as 
taxes or charges, affect behaviour by 
modifying the cost of polluting water 
or using it. Subsidies used for pollution 
control would also be a type of price- 
based incentive to the extent they 
lower the cost of mitigating actions. 
Quantity-based instruments, such as 
pollution markets, involve the deter- 
mination of standards for mitigation 
effort through, for example, setting a 
maximum amount of pollution that 
can be released in a watershed (Hatton 
MacDonald et al., 2004). 


To better understand the benefits and 
limits of using MBIs for sustainable 
water management, the PRI’s fresh- 
water project has been running a 
two-phased study. In what follows 
we briefly describe the study and high- 
light its main conclusions. We then 
explore some of these conclusions 

in more detail to highlight policy 
research issues we feel need to be bet- 
ter examined to gain an appropriate 
understanding of how to use MBIs to 
promote sustainable development. 


Main Conclusions and 
Recommendations 


The first phase of the study examined 
issues of water demand within dif- 
ferent sectors (e.g., urban, industry, 
agriculture) and allocation of water 
resources across sectors through a 
number of instruments, specifically 
pricing, taxes or charges, and markets. 
A symposium was organized where 
Canadian and international experts 
presented the state of research with 
respect to these themes. This was sup- 
plemented by PRI research with an 
emphasis on understanding how those 
instruments have fared in practice. 


The second phase focused on water 
pollution, examining in some detail 
the feasibility of implementing water 
quality trading in Canada (i.e., trading 
in pollution credits) to deal with water 
pollution from agriculture. While the 
first phase of the MBIs project ascer- 
tained the extent to which existing 
evidence on instrument effectiveness 
and cost efficiency could inform pol- 
icy makers about choices of instru- 
ment, the second phase examined in 
more detail the requirements for suc- 
cessful implementation of a specific 
MBI. Two expert workshops were 
organized, and supplemented by PRI- 
led as well as commissioned research, 
including on the adequacy of the 
Canadian regulatory systems to 
accommodate water quality trading. 


Water availability and water pollution 
issues were examined separately to 
reflect the usual distinction made 

in the literature, and for conceptual 
reasons. However, it should be clear 
that in practice, both aspects should 
be examined together as much as 
possible since water quality is clearly 
linked to the use one makes of it 
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(e.g., irrigation water need not be 
of drinking water quality). 


Among the conclusions reached and 
policy research recommendations 
made throughout these two phases, 
we want to highlight the following. 
(More information on these can be 
found in the publications associated 
with this study, listed at the end of 
this article.) 


e There is a lack of data to make 
informed decisions about water 
issues. Data on water availability, 
water quality, and water use are all 
generally insufficient in Canada. 
While data are crucial for any envi- 
ronmental policy tools, MBIs often 
are more information intensive 
than other policy instruments. 


+ Efforts to evaluate policy effective- 
ness, to learn from experience and 
to share this knowledge when it 
exists are still too limited. Thus gov- 
ernments need to commit to adap- 
tive management, and to devise 
controlled experiments, either 
through the techniques offered by 
experimental economics, through 
pilots, or other techniques. As 
much as possible, when federal 
involvement is warranted, this work 
should be done in collaboration 
with other levels of government. 


+ The objectives for which MBIs are 
proposed for water are usually not 
clearly spelled out. It is also often 
the case that too many objectives 
are sought with MBIs. For example, 
water infrastructure cost recovery 
and residential water use efficiency 
may need more instruments than 
just a better use of pricing struc- 
tures. In addition, evaluating the 
effectiveness of MBIs is difficult, if 
not irrelevant, if the instrument’s 


objectives were not clear from 
the start. 


Careful attention should be given 
to the design of instruments to 
achieve intended benefits. We feel 
in particular that limited attention 
has been given to understanding 
the cost of implementing these 
instruments and to the methods 
used to lower these costs. It should 
be clear that different MBIs, and dif- 
ferent instruments more generally, 
have their own design require- 


every watershed. 


ments, which should be carefully 
considered when making instru- 
ment choices. For example, an 
instrument, such as water quality 
trading to deal with agricultural 
sources of pollution, which requires 
very good biological information 
as well as the collaboration of 
municipalities with farmers, may 
not be appropriate in a number of 
Canadian watersheds. 


As the preceding point highlights, 
one size does not fit all, in particu- 
lar for water issues. Water issues are 
very different between regions and 
between watersheds. Claiming 
water is scarce all over Canada is 
false, as would be saying that water 
pollution from agriculture is a prob- 
lem in every watershed. The nature 
of the differences between different 
problems in different watersheds, 
which has been recognized in 
many provincial approaches with 
the adoption of decentralized 
watershed-based planning, high- 
lights the need to tailor solutions 


to specific circumstances. The con- 
text — biological, institutional, and 
social — within which instruments 
are designed, is important in assess- 
ing their potential effectiveness 
and efficiency, and to good instru- 
ment design. 


In practice, MBIs are used in combi- 
nation with other instruments. 
There is a need to better understand 
how these combinations have been 
used, how they have developed, 
and how effective they have been. 


Claiming water is scarce all over Canada is false, as would be 
saying that water pollution from agriculture is a problem in 


Such knowledge is essential not 
only to develop effective policy, but 
also to develop efficient and equi- 
table policies, in the spirit of sus- 
tainable development. 


Related to the previous point, new 
instruments should be introduced 
only with the assurance that other 
existing policy measures do not 
work against them. This should not 
be construed as promoting the sta- 
tus quo, but rather as ensuring that 
the goals being sought by introduc- 
ing new instruments can be effec- 
tively and efficiently achieved. For 
example, many have remarked that 
it may not make much sense to 
limit agricultural water use through 
charges or pricing on the one hand, 
and to subsidize crops that are 
water intensive on the other. 


Public and stakeholder participation 
is a crucial aspect of instrument 
design and, of course, a key aspect 
of watershed-based management. 
Experience tends to show that 
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participation is not merely used 

to increase acceptance and public 
legitimacy of policy proposals, but 
is also an integral part of successful 
policy development and implemen- 
tation. This can both ensure 
approaches are tailored to the local 
problems, and promote a spirit of 
partnership in sharing stewardship 
of water resources. There is a clear 
need to better understand the 
advantages and disadvantages 

of different forms of citizen and 
stakeholder involvement. 


In what follows, we expand on some 
of these issues to emphasize what we 
think are important policy research 
issues to pursue more effective and 
efficient use of MBIs — or of any other 
policy instruments for sustainable 
water management for that matter. 


¢ How can instruments be imple- 
mented in combinations, taking 
into account the institutional 
context within which they are 
implemented? 


e If we are right and the successful 
implementation of MBIs (and prob- 
ably other instruments) is to a large 
extent context specific, perhaps the 
main question to be answered with 
respect to water management is 
how policy instruments, including 
MBIs, can be designed to support 
the new watershed-based manage- 
ment systems being adopted in 
most Canadian provinces. 


+ More research should document 
the social consequences of using 
MBIs. By this we mean issues, such 
as how the rent is distributed 
between government and private 
actors or the social consequences 
of introducing policy instruments, 
such as markets. 


Implementing Instruments 
in Combination: Taking 
Advantage of Social 
Institutions 


While debates over the use of instru- 
ments to reach environmental goals 
have often dwelled on the relative 
advantages of MBIs over command- 
and-control, it is becoming clearer 
that MBIs are usually implemented 
with other instruments, and their 
success actually hinges on the applica- 
tion of those other instruments. What 
is unclear, however, is whether the 
choice of instruments follows a spe- 
cific logic or if it is the result of ad 
hoc, incremental decisions. In either 
case, it follows that in most circum- 
stances, it would be next to impossible 
to claim that MBIs are solely responsi- 
ble for the positive or negative results. 
And this points to more important 
questions: What are the most appro- 
priate policy mixes to address a given 
environmental issue? How can one 
design appropriate mixes? 


Limited research has tried to under- 
stand how instruments are linked 
together. The case of nutrient pollu- 
tion addressed in the Netherlands has 
recently been studied by a number of 
experts, including as part of an OECD 
project (Hubeek, 2005). That example 
shows that in the context of a long- 
term plan to address water pollution 
from intensive livestock operations, 

a fairly large number of instruments 
were put in place. This was sometimes 
done in an ad hoc fashion, sometimes 
to solve unexpected issues, or at other 
times for political reasons. These 
instruments included training, manure 
trading, excess nutrient charges, and 
command-and-control regulation. 
While there were positive results, some 


instruments were found to be unnec- 
essary and had no significant effects. 


In their study of nutrient pollution in 
the Swan Canning in South Australia, 
Gunningham and Sinclair (2004a, b) 
examined approaches to the develop- 
ment of instrument mixes, and pro- 
posed what we refer to as ordered 
incrementalism. As in Canada and, 
to a lesser extent, the United States, 
the agricultural sector in Australia is 
not very regulated. In fact, most agri- 
environmental policies are of the vol- 
untary type, and not that effective. 
But they still provide the fundamental 
basis for implementing more intrusive 
instruments or regulation. That is, 
learning how to use different produc- 
tion processes, and adapting them to 
their context, can be a prerequisite to 
the adoption of MBIs or regulation 
that requires the appropriate imple- 
mentation of new farming methods. 


The authors provide some guidance 

with respect to developing instrument 

mixes for managing water pollution 

from agriculture based on the follow- 

ing principles. 

e Instruments can either be comple- 
mentary, neutral, or opposite. 


e When building mixes of instru- 
ments, ensure complementarity, or 
at worse neutrality, of instruments. 


e Avoid “smorgasbord” approaches. 
The idea is to build instrument 
combinations progressively, begin- 
ning with the least intrusive ones 
(voluntary instruments/education/ 
training), then assess the sources 
of their success and failure, before 
going on to more forceful instru- 
ments. 


Another point of view, possibly com- 
plementary, in designing instrument 
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mixes is to ensure they are designed to 
achieve one and only one objective per 
instrument. (See Young and McColl, 
2005, who base their analysis on Jan 
Tinbergen’s work.) Limiting the issue 
of instrument choice by ensuring each 
of them meets a given objective is 
more pragmatic and makes instrument 
evaluation easier. Here the problem is 
to decompose an environmental goal 
into a number of well specified objec- 
tives and then ensure the appropriate 
instrument is chosen for each. This 

is probably where careful ex post evalu- 
ation of programs would be useful, and 
where shared learning would bring 

the most benefits. 


The State of Queensland, Australia, 
for example, developed a planning 
hierarchy to better assess the condi- 
tions under which an offset system 
would be acceptable. Policy makers 
thus established a link between dif- 
ferent policy instruments and their 
respective objectives, and clarified in 
this context the objectives and limita- 
tions of using offsets. They also pro- 
vided guidelines with respect to the 
mechanisms necessary to have in 
place to implement offsets. 


A recent experience in designing 
policy mixes showed the benefit of 
stakeholder involvement in designing 
instruments to control pollution from 
the pig farming sector (Santos et al., 
2006). Following the one objective 
instrument precept, stakeholders and 
regulators developed, in co-operation, 
an approach based on the use of all 
three classes of instruments: com- 
mand-and-control regulation, MBIs, 
and a voluntary instrument. This 
approach combines the recognition 
that behaviour change occurs in dif- 
ferent ways through different sets 

of institutions, as well as the recogni- 
tion that significant stakeholder and 


public involvement in the policy- 
making process can ensure instrument 
choice and design are appropriate 
given the context in which they 

are implemented. 


While much remains to be learned 
about how policy mixes should be 
developed, lessons learned so far 
highlight the need to build on the 
complementarities of instruments, 
acknowledging the specific institu- 
tional context in which they operate. 
In addition, early involvement of 
stakeholders, and presumably of the 
public more generally, may ensure that 
instrument choices are appropriate to 
the context of application, that the 
direction is clear for all, and compli- 
ance is maximized. As indicated above, 
however, attention should also be 
given to designing the instruments: 
the devil is always in the details. 


Choosing Instruments that 
Support Watershed-Based 
Management 


Policy research has shown that instru- 
ment choice is not independent from 
the governance arrangements in place 
(see, for example, Eliadis et al., 2005). 
But the notion of governance in this 
literature encompasses a number of 
different elements, such as an analysis 
of policy networks, distribution of for- 
mal authorities, and others, which, 
while useful for policy analysis, may 
not provide much guidance for policy 
development and design. 


Interpreted slightly differently, how- 
ever, such findings may indicate that 
not all instruments are compatible 
with a given institutional set-up. 
Given that watershed-based manage- 
ment, including some form of local/ 
community involvement, is the 
direction a number of Canadian 
jurisdictions are pursuing, the question 


of designing instrument mixes may 
then involve determining to what 
extent different instruments are appro- 
priate in that context. 


A possible answer can be given by the 
example we saw above of participatory 
policy development. However, to iden- 
tify and, ideally, augment the number 
of realistic options available, which 

is after all the role of policy analysts, 

it might be useful to ponder these 
questions analytically. 


For example, given the financial 
difficulties facing the large majority 

of watershed-based management 
organizations, one might examine 

the benefits and disadvantages (and 
the feasibility) of decentralizing the 
authority of developing tax/charge 

or licensing systems at the watershed 
level to raise revenues. As we indicated 
earlier, however, the use of an MBI in 
such a way may limit its availability to 
address issues of efficient water use. 


Similarly, in the PRI water quality trad- 
ing project, we noticed that pollution 
trading at the watershed level may 
require the type of co-operation that 
only a well-developed watershed-based 
management organization, such as the 
conservation authorities in Ontario, 
can bring. 


MBIs and the Political 
Economy of Instrument 
Development 


By opposing MBIs to command-and- 
control regulation, a large part of the 
literature has limited the analysis on 
the mechanics and relative cost effec- 
tiveness of these instruments. While 
they certainly are important issues, 
this choice has left other important 
social consequences of different 
instruments, both positive and 
negative, relatively unexplored. 
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Such analyses could highlight some 
of the important features that distin- 
guish different MBIs, and help provide 
more informed assessments of the 
feasibility of these instruments in 
particular contexts. 


For example, a crucial difference 
between different MBIs is the extent 
to which they modify the existing 
structure of property rights, and the 


Markets to allocate water use, how- 
ever, may be construed as creating 
such a private right, although this 
may not necessarily be the case if 
trading is allowed for licences to use 
water, which remain the property 
of the state. 


The implications of creating such pri- 
vate rights when none exists should 
be closely examined and evaluated. 


While much remains to be learned about how policy mixes should 


be developed, lessons learned so far highlight the need to build on 
the complementarities of instruments, acknowledging the specific 
institutional context in which they operate. 


social implications such modifications 
can have. This includes the utilization 
and distribution of any resource rent, 
including between government and 
private actors. 


It has sometimes been found that the 
introduction of some form of market 
for resource use rights, such as indivi- 
dual tradeable quotas in the fisheries, 
tradeable manure rights in agriculture 
or water rights can lead to the concen- 
tration of the resource in fewer hands. 
While such tools may lead to a more 
sustainable use of the resource, they 
can also have negative consequences 
on communities. Proposing such tools 
without consideration for these conse- 
quences, or for the instruments that 
might have been used to mitigate (or 
compensate for) them, limits the 
capacity of policy makers to evaluate 
options and make informed decisions. 


Water use licences, to take another 
example, do not suppose the existence 
of a private right to the water used, 
but rather a conditional authorization 
to use a public resource. This authori- 

- zation can be removed by the state 

if licence conditions are not met. 


And the fact that in general (Chile is . 
an important exception) such markets 
have been implemented in jurisdic- 
tions where the legal system was 
already built around some form of 
private ownership of water resources, 
highlights the fact that existing rules 
may be an important constraint in 
devising solutions. Besides, between 
market allocation and state licensing, 
there may be other community-based 
approaches to allocate water that have 
not been fully explored in policy 
research (Ostrom et al., 2004). 


Finally, different MBIs may have differ- 
ent implications on how the rent is 
shared between the state and other 
actors. In turn, this may affect the 
feasibility of adopting different instru- 
ments. Students of MBIs have recently 
remarked that European countries 
seem to prefer taxes (e.g., Harrington 
et al., 2004). A possible explanation of 
this difference may lie in the fact that 
through taxes the state appropriates 
the rent (although it is often returned 
through targeted programming) while 
markets — like command-and-control 
regulation — bring an opposite result: 


owners of pollution rights (and 
licences) generally keep the rent 
(Ellerman, 2003). 


This difference has implications for 
the feasibility of programs and for 
their design and the determination of 
the respective roles of different actors 
in implementing them. Indeed, if the 
rent is privately appropriated, there 

is then a legitimate argument for 
demanding that rights owners cover 
at least part of the costs of programs, 
which may include information gath- 
ering, monitoring, and enforcement. 
Of course, with increased private 
participation in the costs of programs, 
one can also argue for increased par- 
ticipation in decision making, with 
ensuing consequences for sharing 
responsibilities of program delivery 
and accountability. 


Conclusion 


Further research should concentrate 
on understanding the efficiency, effec- 
tiveness, and equity properties of 
mixes of instruments, as well as their 
feasibility in specific contexts. There is 
a need to move away from theoretical 
generalizations about the properties 
of any instrument, be it market or 
state-based or voluntary, to case stud- 
ies aiming at a better understanding of 
the contextual features that make the 
application of mixes of instruments 
successful. 


There will not be magical solutions to 
environmental problems. In spite of 
the fact that it has been recognized 
for a while that all instruments can 
in theory provide the results they are 
meant to achieve (Majone, 1989), in 
practice a number of factors may 
either limit choices or impede success. 
Of course, attention should be given 
to design considerations in the real 
world. But analysts should also reflect 
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the context within which policies are 
implemented. This includes the social 
context, the biological context, and 
administrative institutions and 
capacity. 


Policy research should aim at: 

e fostering real multi-disciplinary 
research in the social sciences; 

e better understanding the different 
means used to achieve participatory 
policy development and implemen- 
tation, in a spirit of shared steward- 
ship (to help tailor policies to the 
specific contexts in which they 
are applied, ensure directions are 
understood and shared by all, 
and that all take part in making 
them work); 


* examining the compatibility 
between different instrument mixes 
and watershed-based management 
initiatives; 

+ concentrate on case studies examin- 
ing how policy mixes have evolved 
in practice, trying to determine if 
some principles can be of general 
usefulness in Canadian contexts 
(helped by commitments to adap- 
tive management by government, 
allowing transparent evaluation 
and learning); and 


e provide better decision-making 
capacity by examining more care- 
fully the social consequences of 
using different policy instruments. 


Market-based instruments might well 
be underutilized in Canada, as the 
OECD suggested. However, we should 
use caution in introducing any instru- 
ment, to ensure it is appropriate to the 
specific objectives being pursued, tak- 
ing into account local circumstances. 
Being a laggard in the use of instru- 
ments such as MBIs may not have 
been such a bad thing if this brings 
Canada to develop a better under- 
standing of how they can be used 
strategically. What really counts, after 
all, is achieving the sustainable devel- 
opment of water resources, and not 
so much which instrument is used 

to get there. 
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here is general consensus that 

the water sector worldwide 

faces considerable challenges 
in maintaining and improving its 
infrastructure. In Ontario, the Ministry 
of Public Infrastructure Renewals esti- 
mates the needs for capital renewal 
in water and wastewater services to 
be $25 billion over the next 15 years. 
This need for huge investments is 
exacerbated by decentralization poli- 
cies and a decline in government sub- 
sidies, a demand for higher standards 
of safety, health, and environmental 
protection, and an increasing — and 
increasingly urban — population. 


The private sector is perceived as a 
potential solution. Involving the pri- 
vate sector could bring efficient man- 
agement and innovative approaches, 
cut the cost of public subsidies and 
make the sector more responsive to 
customers. It could also tap into a vast 
reservoir of private capital. However, 
private involvement in the water 
sector remains a challenging and con- 
troversial issue. There is no consensus 
among economists and experts on 

the institutional arrangements for reg- 
ulation, how to promote competition 
and the role of the public and private 
sectors in the water sector. This article 
examines the potential roles and 
required settings for successful public- 
private partnerships (PPPs) for water in 
Canada. 


Introduction 


Usually, only infrastructure construc- 
tion is competitive; transportation, 
treatment, and distribution of water 
are all normally spatial monopolies. 
Unlike the gas and electricity sectors, 
competition is very hard to introduce 
in the water sector, and experience 
does not show any major successful 


model of competition. Privatization 
by itself cannot remove the barriers 
that impede the public sector’s effi- 
ciency. Public-private partnerships 
must be accompanied by strong regu- 
lation to safeguard against monopoly 
abuse. Regulation is also important, 
because many health and environ- 
mental externalities arise from water- 
related activities. 


However, too much regulation can 
also be an impediment to private 
sector investments. Investors need 
credible protection so they can be 
confident of earning a return on the 
capital they invest. The high involve- 
ment of the government at different 
levels (national, provincial, municipal) 
in the water sector for health, envi- 
ronmental, and monopoly concerns 
increases the political and regulatory 
risks of private investors. Because 
investments in water infrastructure 
are highly specific (large parts of 

the costs are sunk and have no alter- 
native use), the private sector is vul- 
nerable to shifts in the political and 
regulatory terrain. 


The high level of capital investment, 
the fact that water services have 
always been subsidized, and the his- 
tory of low prices challenge the issue 
of full-cost pricing, which discourages 
private investment or makes it 
dependent on subsidies. Generally, 
consumers lack trust in multinational 
companies that are the main investors 
worldwide. (The international water 
market is largely dominated by two 
French multinationals, Veolia and 
Suez.) This can be a considerable 
barrier to private investments. 


Introducing the private sector in the 
water sector is a complex task. It is 
not a simple retreat of the state, but 
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a redefinition of its role as a regulator 
in a market-oriented economy. The 
role of the government is crucial for 
the development of successful PPPs. 


Why Would Government 
Turn to Public-Private 
Partnerships? 


Governments may be attracted to PPPs 
for a number of reasons. The most 
frequent justifications include their 
design flexibility, the deployment of 
private sector capital, the potential 
value for money, and the fact that it is 
a way to move forward. 


Forms of Public-Private Partnerships 


Public-private partnerships include a 
wide variety of strategies involving 
various combinations of public and 
private roles (see Table 1). These forms 
of PPPs differ in the magnitude to 
which ownership, finance, and 
accountability are in the hands of the 
public or the private sector. This can 
include everything from service con- 
tracts to full privatization. Due to the 
flexibility of the design, hybrids and 
combinations of these models also 
occur. In Canada, PPPs are very limited 
in the water sector mainly taking 

the form of operating contracts for 
publicly owned utilities, which does 
not imply any financial risks for the 
private contractor or responsibility 

for investments. 


Private Finance 


With the increasing infrastructure 
deficit and the huge amount of money 
needed to improve water infrastruc- 
ture, but also with the increasing 
health and environmental protection 
standards, governments may seek to 
use PPPs to attract private finance 
without adding to levels of public 
debt. It also allows the government 


to spread the payment for a project 
over time, something that is often 
difficult for governments to do. 


Value for Money 


Proponents of PPPs often argue that 
under the right circumstances PPPs 
allow for a greater value for money. 
Value for money is supposed to opti- 
mize projects and increase overall ben- 
efits by integrating design, building, 
and operation, transferring risk, and 
minimizing the total cost over the 

life of a project (Perrot and Chatelus, 
2000). However, value for money gains 
are not guaranteed as they depend on 
competition, optimal allocation of 
risk, and private sector efficiency. 


A Way to Move Forward 


Some argue that waiting only increases 
the infrastructure “deficit” and govern- 
ments going forward with PPPs would 
at least make a move from the status 
quo and allow for learning by doing. 

It would also oblige the public sector 
to articulate its long-term service needs 
and would bring to the table the polit- 
ically sensitive issue of raising rates 

to attain cost recovery, which would 
reduce the costs of public subsidies. 


Role and Responsibilities of 
the Government 


The essential role of the government 
in all forms of PPPs is to define the 
scope of business, and specify priorities 
and outputs. Government also set the 
tools (through contracts, regulatory 
agencies, laws, market tools, etc.) to 
protect consumers from monopoly 
abuse, to control health and environ- 
mental externalities, to ensure the 
political climate so operators are secure 
to invest, and to promote competition 
through performance benchmarks and 
efficiency through service targets 

(Rees, 1998). 


The form of partnership should 
depend on local conditions and on 
its feasibility. Cowen (1997) identified 
four types of analysis that should be 
conducted to determine the appropri- 
ate form of PPP. 


An analysis of the state of the 
infrastructure is important, as poor 
information about the water system 
usually leads to costly ex-post rene- 
gotiations. 


e An analysis of the existing regula- 
tory framework is also essential as 
the regulatory regime affects the 
private sector activities, and water 
companies will seek protection 
within the contract terms when 
regulations and laws fail to protect 
them against costly changes in 
water availability or quality, and 
against the introduction of new 
environmental standards. 


+ It is also important to know who 
supports and opposes privatization. 
This allows an assessment of the 
risk of political interference and 
helps address the concerns of stake- 
holders to reduce the likelihood of 
conflict. 


e An analysis of the financial viability 
of different forms of PPPs will be 
useful to know if the private sector 
can realistically increase efficiency 
without increasing prices and to 
gauge consumer willingness to pay 
higher prices, if needed, to make 
the private company profitable. 


It would also be worthwhile to study 
the advantages and disadvantages of 
different restructuring options besides 
PPPs, including an improved status 
quo (Bakker, 2003). The studies should 
include transaction costs, as they can 
be a considerable share of the overall 
costs of the introduction of a new 
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TABLE 1 


Allocation of Public/Private Responsibilities Across Different Forms of Private Involvement in 


Water Services 


Setting Design Oversight of 
Performance Asset Capital and User Fee Performance 
Standards Ownership Investment Build Operation Collection and Fees 
Passive private investment Public Public Public/Private Public Public Public Public 
Design and construct 
contracts Public Public Public Private Public Public Public 
Service contract Public Public Public Public Private Public Public 
Joint ventures Public Public/Private Public/Private Public/Private = Public/Private  Public/Private Public 
Build, operate, transfer Public Public Private Private Private Public Public 
Concession contracts Public Public Private Private Private Private Public 
Passive public investment Public Private Public/Private Private Private Private Public 
Fully private provision Public Private Private Private Private Private Public 


Source: Modified from OECD (2000). 


institutional setting. For example, 

in the health sector, Vining and 
Globerman (1999) showed that even 
if contracting out usually reduces pro- 
duction costs, these savings are often 
more than offset by transaction costs. 


Who Wins, Who Loses? 


Under the right circumstances, 

the presence of competition, and 
optimal allocation of risks, PPPs could 
potentially be a win-win-win solution 
for government, investors, and con- 
sumers. However, competition is hard 
to introduce in the water sector and 
the principle of optimal allocation 

of risk is difficult to implement. 
Moreover, connections to dispersed 
and poorer areas seem to remain a 
great challenge. 


Competition in the Water Sector 


Direct competition in the market, 
because of economies of scale in the 
water sector, is uncommon. In the 
United Kingdom, the authorities 

tried to introduce some form of direct 


competition through yardstick compe- 
tition, cross-boundary competition, 
and common carriage, but with 
limited success. 


With yardstick competition, the 
performance of a water monopoly is 
addressed by comparing it with other 
water companies in different markets 
or regions. To function, yardstick com- 
petition requires that firms face similar 
environments and similar technologi- 
cal opportunities, which rarely occurs 
in reality (Kessides, 2004). It also 
requires a threshold number of com- 
parators, which may become difficult 
as the water industry’s growth strategy 
is principally based on acquisitions. 


In the United Kingdom, cross- 
boundary competition allows water 
companies to compete to supply large 
consumers in each other’s territory, 
while common carriage requires water 
providers to offer access to their facili- 
ties. A competitor can serve its new 
customers by requesting the assets 

of the incumbent provider. But the 
development of cross-boundary 


competition and common carriage has 
been limited and is unlikely to develop 
further (Ballance and Taylor, 2005: 44). 


Indirect competition for the market 
through auctioning for market entry 
rights is more common, but remains 

a limited form of competition. With 
auctioning, the potential producers 
bid against each other to obtain 

the contract. The contract is usually 
awarded to the bidder that offers to 
supply water at the lowest price. In 
that way, competition between bidders 
replaces competition between suppliers 
in the market. However, competitive 
tenders require careful design and 

a minimum number of bidders. 
Government must also ensure that 
technical and financial information 
on the water system is fairly and 
openly disclosed. An open and trans- 
parent competitive process is a time 
consuming and costly process for both 
bidders and governments (Haarmeyer 
and Mody, 1998). This can be a deter- 
rent for smaller firms. It can also lead 
to a negotiated bid. 
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Experience shows that a non- 
competitive process (negotiated 

and unsolicited bids) usually leads 

to inefficiencies (higher prices, less 
information disclosure) and friction 
between stakeholders (Hodges, 2003). 
Moreover, competition is restricted 
when contracts are re-tendered, 
because the incumbent has informa- 
tion that gives him a higher chance 
to retain the contracts. In France, the 
General Accounting Office identified 
uncompetitive rolling forward of 
concessions as a problem (Cour des 
comptes, 1997). 


Risk Transfer 


The principle of optimal risk allocation 
is that risk should be handled by the 
party best able to manage the risk at 
the least cost. In practice, it is not 
always clear who should manage the 
risk and risk allocation is more the 
result of bargaining and negotiation 
than the ability of parties to manage 
risks (Bayliss and Hall, 2002). More- 
over, municipalities often lack the nec- 
essary expertise to oversee complex 
contracts, particularly those giving a 
large degree of autonomy to the con- 
tractor, such as a design-build-finance- 
operate (DBFO) scheme (Bakker, 2003). 
“As municipalities take on new 
responsibilities under decentralization 
programs, they find themselves negoti- 
ating multi-million dollar contracts 
with private companies. For many, this 
is a new experience. Often, the results 
are major disparities in bargaining 


power, particularly when large, inter- 
national water operating companies 
are involved” (OECD, 2000: 46). 
Besides, if the project fails, the govern- 
ment remains responsible for provid- 
ing water services. “Political pressure 
for the government to bail out large 
projects (that are too big to fail), and 
providers of essential services, may 
mean that the government in fact 
bears more risk than the contract 
suggests” (IMF, 2004: 22). 


Equity Considerations 


It is increasingly recognized that the 
private sector has little interest in 
serving poor or thinly populated areas. 
The poor cannot afford to pay rates 
that make serving them profitable, 
and thinly populated areas require a 
greater investment in infrastructure 
per capita than is required in densely 
populated areas. Further, in many 
countries, poor neighbourhoods are 
not connected to the existing service 
networks and may be located in rocky 
or hilly terrain at the edge of major 
cities - which poses challenges to 
infrastructure development Johnstone 
et al., 1999). 


Water companies will either practise 
“cream skimming” (providing only the 
most profitable services) or try to find 
ways to reconcile commercial consid- 
erations and the objective of serving 
the poor by expecting compensations 
through non-market mechanisms, 
such as voluntary work, collective pro- 
vision of materials, and cross-subsidy 
from richer to poorer. 


Recent trends show that water multi- 
nationals have limited their invest- 
ment to selected developing countries 
and exit from underperforming 
contracts. In 2004, there was no 
investment by the private sector in 
new water projects in South Asia and 
Sub-Saharan Africa, the poorest regions 
of the world (Izaguirre and Hunt, 
2005). 


Conclusion 


Successfully implementing PPPs in 

the water sector remains a challenging 
issue for governments. Moreover, 
because of the lack of systematic 
evaluation of experience, there is no 
evidence that the benefits of introduc- 
ing the private sector offset the costs 
(transactions costs, regulation costs, 
and the costs of introducing and 
supporting competition). 


If PPPs are to go forward, it would 

be worthwhile to consider the intro- 
duction of a central system to collect 
information on projects and allow for 
sharing of experience, for there is still 
much to learn. There is no clear way 
to identify the winners and losers of 
PPPs; experience worldwide is mixed 
and depends on the circumstances. 
Other options should also be consi- 
dered, as PPPs are clearly not suited 
to all circumstances. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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Introduction 


anada relies on freshwater to 

safeguard the health and well- 

being of its citizens, sustain 
healthy aquatic and terrestrial environ- 
ments, provide a range of ecological 
services, and support a competitive 
economy. Canada is fortunate to have 
an abundance of freshwater resources 
with 20 percent of the world’s fresh- 
water — almost half of which is renew- 
able (Environment Canada, nd). 
Nevertheless, parts of the country 
are threatened by poor water quality, 
water shortages, accessibility issues, 
and other water-related concerns. 
Simple policy tools are needed to 
help decision makers identify those 
communities in need and perhaps 
more importantly, identify what 
their specific needs are with respect 
to freshwater. Given the complexity 
and integrated nature of water uses 
and resources, such a tool would 
have to be holistic covering a range 
of freshwater issues. 


The Canadian Water Sustainability 
Index (CWSI) is a composite index 
that evaluates the well-being of 
Canadian communities with respect 
to freshwater. It does so by integrating 
a range of water-related data and 
information into a series of indicators. 
Together the indicators provide a 
holistic profile of a community’s key 
water issues allowing for intra- and 
inter-community comparison and 
analysis. The key water issues that are 
addressed by the indicators fall into 
the following broad policy categories: 


e freshwater resources; 

¢ ecosystem health; 

e water infrastructure; 

e human health and well-being; and 


¢ community capacity. 


The higher a community’s CWSI 
score, the better positioned it is to 
enjoy and maintain the ecological, 
socio-economic, and health benefits 
associated with freshwater. The CWSI 
scores are based on a standardized 
evaluation scheme where the indica- 
tors are measured against a benchmark 
or target. This varies from some other 
composite index models where scores 
are determined based on the relative 
rankings of the administrative units 
being assessed. 


The benchmark/target approach 
increases the relevancy of the results, 
as a community’s score is not linked 
to the performance of other communi- 
ties, but rather its status relative to 
acceptable conditions and standards 
for water well-being. This also makes 
the CWSI results more meaningful 
from year to year. Although inter- 
community comparisons will be an 
important application of the CWSI, 
the benchmark approach adds to the 
tool’s flexibility as it allows for indi- 
vidual community assessments to be 
conducted independently of a provin- 
cial or national level study. 


The development of the CWSI is 

an ongoing process. Inspired by the 
Water Poverty Index that was devel- 
oped in the United Kingdom, the 
Policy Research Initiative began work- 
ing on the CWSI project in the sum- 
mer of 2005. To date, three key stages 
of the CWSI project have been success- 
fully completed. The first is a study of 
existing water-related data, prepared 
by Tri-Star Environmental Consulting 
(2006). This study presents a compila- 
tion of primarily national datasets 

for a number of potential CWSI 
variables; it also identifies thematic 
and geographical data gaps. The 
second stage was a workshop held 
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The Water Poverty Index 


The Water Poverty Index (WPI) was developed by the Centre for Ecology 
and Hydrology (CEH) in the United Kingdom to provide an integrated 
assessment of water stress and scarcity, linking physical estimates of water 
availability with socio-economic variables that reflect poverty.! The index 
was partly developed in response to the UN Millennium Development 


Goals that address poverty and water access, as a means for monitoring 

progress and prioritizing water needs. Although the WPI has been applied 
at the international scale for purposes of demonstration, it was developed 
for use at the community scale, in particular communities in the develop- 


ing world. 


Source: Sullivan (2002). 


in November 2005 to discuss the 
development of the CWSI. Key water 
policy and indicator experts from 
Canada and abroad attended the 
workshop. The third and most recent 
stage was field testing in six Canadian 
communities. The results from the 
case studies and subsequent analysis 
will likely lead to further refinement 
of the CWSI. 


The CWSI Framework 


The CWSI is based on a nested frame- 
work of components and indicators 
whereby 15 indicators are organized 
into one of five components: fresh- 
water resources, ecosystem health, 
infrastructure, human health and 
well-being, and community capacity 
(see Table 1). The components are 
used to summarize the indicators into 
policy-relevant categories and offer 

a useful and meaningful breakdown 
of a community’s results, where a 
community is defined as the smallest 
political entity for a given area, such 
as a Municipality, a rural township, 
or a reserve. 


The 15 water-related indicators 
form the foundation of the CWSI 


evaluation framework. A score ranging 
from 0 to 100 is calculated for each 
indicator based on how a community 
performs relative to a benchmark 

or target. Preliminary benchmarks or 
targets for the various indicators were 
determined from a number of sources. 
Some benchmarks are based on widely 
used metrics, such as the Falkenmark 
water stress indicator (Falkenmark et 
al., 1989), whereas others are based 

on trends or comparisons to national 
data sets. In all circumstances, it was 
attempted to derive an evaluation 
method that is meaningful and rele- 
vant to Canadian communities and 
Canada’s natural circumstances. 


Several factors were considered in 
selecting the 15 indicators including 
the relevancy to one of the five policy 
categories and its usefulness to com- 
munities. The availability of data from 
either the community itself or provin- 
cial and/or national databases was 
also considered heavily. Furthermore, 
the indicators are intended to be 
generic and broadly applicable to a 
diverse range of communities. Discus- 
sions from the workshop, the CWSI 
data study, and other sources of 


information aided in the selection of 
the existing set of components and 
indicators. Outcomes and feedback 
from field tests will allow for the indi- 
cators and the scoring methodology 
to be validated and improved. 


The final CWSI score (0 to 100) is 
equal to the average score of the 15 
indicators. Results can also be summa- 
rized by the theme-based component 
where individual component scores 

(0 to 100) are equal to the average 
score of the three indicators that fall 
within the respective policy category 
(see Table 1). This format implies that 
each indicator and component will 
have equal weighting in the final 
index score. The relative importance 
of different freshwater issues and 
concerns is largely subjective, and thus 
individual communities may consider 
establishing different weights for dif- 
ferent indicators for internal use. For 
broader applications however, the 
standardized equal weighting format 
must be used to permit comparisons. 


The Need for a Composite 
Water Index 


With the number of competing uses 
for water, and the range of factors 
that impact, or are impacted, by the 
quality and quantity of water and 
water services, it is important for 
stakeholders to have an informed 
and holistic view when making 
decisions regarding the resource. 


The CWSI offers a composite profile 
of the freshwater policy issues that 

are relevant to Canadian communities 
(see Figure 1). The CWSI approach 

is an integrated one that allows for 
specific pieces of information to be 
assessed in a holistic context inclusive 
of physical, ecological, human health, 
and socio-economic considerations. 
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TABLE 1 


Canadian Water Sustainability Framework* 


Component 


Freshwater 
Resources 


Ecosystem 


Health 
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Human Health 
and Well-being 


Community 


Capacity 


Indicator 


Freshwater 
availability 


What is Measured 


The amount of renewable freshwater (surface and groundwater) 
available per person. 


Vulnerability 
of resource 


The variability of surface water resources and/or the groundwater 
level trends. 


Freshwater 
allocations 


Ecosystem 
stress 


The amount of freshwater that is allocated as a percentage of total 
renewable resources. 


The amount of surface water consumed as a percentage of total flow. 


Ambient 
water quality 


The water quality index score for the protection of aquatic life. 


Native fish 
population 


Demand for 
water services 


Population trends for native fish that are economically and/or 
culturally significant. 


The number of years before water or wastewater treatment plants 
reach 100% operating capacity. 


Infrastructure 


Condition of 
infrastructure 


The physical condition of water mains or sewers based on the 
percentage of system losses. 


Wastewater 
treatment 


Access to 
potable water 


The level of wastewater treatment as a function of the percentage 
of people served. 


The amount of potable water that each person will normally have 
access to for domestic purposes. 


Drinking 
water 
reliability 


The number of loss of service days per capita. 


Water-borne 
illness 


Financial 
capacity 


The number of reported cases of water-borne illness and disease. 


The per capita surplus of local government. 


Work force 
education 


The percentage of people in the work force that have a high school 
education. 


Operator 
training 


The level of training for water and wastewater treatment plant 
operators. 


* The index consists of 15 indicators grouped into five components, which represent different policy categories. 
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FIGURE 1 
Radar diagrams showing CWSI results for two hypothetical communities. 
Example: The CWSI as a Policy Tool 
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The composite index structure of the CWSI allows for different levels of analysis. As an example, the radar diagrams 
above show final CWSI and component scores for two hypothetical communities where the size of the shaded area in 
each diagram is proportional to the value of the CWSI and the shape reflects the relative values of the components. The 
final CWSI score for both communities are the same (69.4) although the shapes are different. In the first example (A), 
the most pressing issues regarding water well-being occur in the areas of infrastructure followed by ecosystem health. 
The second community (B) is experiencing serious shortcomings with respect to human health and well-being and has 
issues regarding community capacity. The perspective that such results provide can help decision makers set priorities 
and direct efforts toward resolving the most pressing issues within a community. In this example, both communities 
have the same overall well-being with respect to freshwater but a different set of needs. Consequently, any resulting pol- 
icy or program response will need to target different areas of the water system. This brief example demonstrates how 
different policy concerns can be assessed relative to one another using the CWSI. 
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The CWSI will have practical uses for 
different groups, including the general 
public, community leaders, policy 
makers, water managers, and other 
interested stakeholders. The CWSI 

will contribute toward: 


e raising awareness of the overall 
state of freshwater in Canadian 
communities; 


+ establishing a transparent and 
standardized means of comparing 
the state of freshwater in different 
types of communities (e.g., First 
Nations and non-First Nations 
communities); 


monitoring progress toward inte- 
grated water resources manage- 
ment; 


identifying priority communities 
whose well-being is compromised 
by freshwater concerns; 


targeting investments toward spe- 
cific communities or specific needs 
within a community; and 


compiling community-based data 
and information on a range of 
freshwater issues. 


Field Testing the CWSI 


The CWSI was recently field tested to 
evaluate various aspects of the index. 
The field testing process consisted 

of five phases, each of which will be 
informative in advancing the develop- 
ment of this tool. 


Phase 1: Community Selection 


Several factors were considered when 
selecting the communities in which 
to test the CWSI. First, a good range 
in circumstances was sought in terms 
of the perceived water challenges, 
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TABLE 2 


Communities Participating in the CWSI Field Testing Exercise 


AGRICULTURAL 


FIRST NATION 


Pelican Lake 


RESOURCE-BASED 


Tsuu T'ina Nation, AB 


First Nation, SK 


e Rural 

e Population = ~1,030 

e Hay crops, bison, cattle 
ranching 


NON-ABORIGINAL 


primary industries, activities, and 
geography of the communities to 
test the broad applicability of the 
index. Nevertheless, the scope of the 
field testing exercise was limited to 
rural and remote communities with 
populations ranging from 1,000 to 
5,000 inhabitants. 


Another consideration was the objec- 
tives of the CWSI project partners 
who want to assess the use of the 
tool to examine the water well-being 
in First Nations and agricultural com- 
munities relative to non-First Nations 
and non-agricultural communities. 


Finally, the interest of community offi- 


cials was necessary for participation. 


With these considerations in mind, six 
communities were selected from across 


the country. 


Phase 2: Data Collection 


The second phase of the case study 
was collecting the data for each 
community. For some variables, the 
data were accessible from federal or 
provincial agencies whereas targeted 
interviews with community officials 
were needed for other variables. In 
addition to providing information, 
this phase provided insight into data 


Three Hills, AB 

e Rural 

e Population = ~ 3,554 
e Agriculture, oil and gas 


e Rural 
e Population = ~1,509 
e Gas development 


Chetwynd, BC 

e Rural 

e Population = 3,100 
e Energy and timber 


OTHER 
Moose Creek, ON 


e Remote 
e Population = ~1,388 
e Tourism (ecotourism) 


Gimli, MB 

e Rural 

e Population = ~1,657 
e Tourism 


availability, data quality, and data 
accessibility. This is important as the 
more difficult it is to obtain reliable 
data, the less likely the tool will be 
adopted and used. 


Phase 3: Calculation of CWSI Scores 


Once the necessary data were col- 
lected, the 15 indicator scores were 
calculated for each community using 
the standardized methodology pro- 
vided. The indicator scores were 


FIGURE 2 


then aggregated to give component 
scores and the final CWSI composite 
score. This phase tested how user- 
friendly the methodology is and how 
reflective the scores are of each com- 
munity’s situation. 


Phase 4: Analysis of Results 


The analysis of the CWSI scores was 
twofold. First, an individual commu- 
nity analysis was conducted for each 


Geographic Distribution of Case Study Communities 
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community based on its results in 
terms of the indicator and component 
scores. The next step was a broad 
analysis of all the communities to 
determine how they compare in gen- 
eral, and along the lines of the matrix 
provided in Table 2 (e.g., First Nations 
versus non-First Nations, agricultural 
versus resource-based). The analysis 
examined both the context of the 
results as well as the applicability 

of the index as a policy tool for 
setting funding priorities, identifying 
problem areas/communities, moni- 
toring progress toward integrated 
water resource management, inform- 
ing decisions, and focusing efforts 
and attention. 


The final phase of the case study pro- 
ject, and perhaps the most important, 
was to seek feedback from the partici- 
pating communities on the CWSI 
process, results, and analysis. To do 
this, a series of questions were posed 
to community officials to gather: 

e reaction to the results; 

e the usefulness and relevancy of 
the index and the variables that 
it measures; 

+ whether the results could be used 
to inform water management 
decisions; and 

° recommendations for improve- 
ments to the CWSI. 


A | 


The analysis of this feedback is in 
progress. It will provide insight into 
whether the CWSI will be a useful 
policy tool in its current state or if 
it needs to be modified. 


The CWSI is proposed as a simple and 
transparent policy tool that will pro- 
vide an objective and holistic profile 
of the key freshwater issues that are of 
importance to Canadian communities. 
The composite index model aggregates 
a range of water-related indicators into 
theme-based components and a final 
score for communities. The develop- 
ment of the CWSI is an iterative 
process. To date the CWSI has pro- 
gressed from a concept to a testable 
methodology. The results from the 
community case studies will further 
contribute to index development and 
will provide an initial test of how the 
index performs and whether the tool 
will be beneficial to local officials in 
assessing priorities and making water- 
policy decisions. The findings from 
the CWSI project and the field testing 
process will be documented in a final 
report to be released in Summer 2006. 


1 CWSI project partners are Health Canada, 
Indian and Northern Affairs Canada, 
Agriculture and Agri-food Canada and 
Environment Canada. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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ore than 70 percent of the 
Earth’s surface is covered 
in water. Water also exists 


in the air as water vapour and in the 
ground as soil moisture and in aqui- 
fers. Yet, two out of every ten people 
on this planet do not have access to 
safe drinking water, a basic require- 
ment for human life and health. It is 
estimated that some 3,900 children 
die every day from water-borne dis- 
eases, most of them in Africa and Asia. 


International resolve to address this 
humanitarian crisis has been articu- 
lated in many forums. At the World 
Summit on Sustainable Development 
(WSSD-2002), governments adopted 
the Johannesburg Plan of Implementa- 
tion for the Millennium Development 
Goals (MDGs), which calls for, among 
other things, preparation of integrated 
water resources management and 
water efficiency plans for all countries 
by 2005, and a 50 percent reduction 
in both the number of people in the 
world without access to safe drinking 
water (currently over one billion) 

and the number of people without 
access to sanitation (over two billion) 
by 2015. 


Recently, the United Nations’ Com- 
mission for Sustainable Development 
(CSD) chose to review water, sanita- 
tion, and human settlements at its 
12th (2004) meeting and to make 
implementation policy decisions at 
its 13th (2005) meeting. 


Canada took a leadership role in 
discussions around governance 

issues at the CSD-13 meeting. Specifi- 
cally, it circulated a non-positional 
paper on water governance at the 
preparatory meetings in February 
2005. The paper was well received by 
other countries and resulted in water 
governance being put on the CSD-13 
meeting agenda. 


This article focuses on the role of the 
United Nations System in the inter- 
national governance of water. 


Water-Related Activities of 
UN Bodies 


More than 20 bodies or processes in 
the UN system are engaged in water 
issues. Of these, four have significant 
governance roles: the Commission for 
Sustainable Development, UN Water, 
the Secretary-General’s Advisory Board 
on Water and Sanitation (ABWS), and 
the Division for Sustainable Develop- 
ment Issues in the United Nations 
Department for Economic and Social 
Affairs (UN/DESA). 


The Commission for Sustainable 
Development is a 53-member func- 
tional commission of the Economic 
and Social Council established in 
December 1992 to: 


+ review progress in the implemen- 
tation of recommendations and 
commitments in Agenda 21 and 
the Rio Declaration on Environ- 
ment and Development; 


e elaborate policy guidance and 
promote dialogue; and 


e build partnerships. 


In 2003, the CSD embarked on a pro- 
gram with two-year implementation 
cycles devoted to narrow and closely 
linked issues. The CSD’s first cycle 
(ended April 2005) focused on water, 
sanitation, and human settlement 
issues, and resulted in a broad range 
of decisions, including several on fol- 
low-up mechanisms for water and 
sanitation.! The second two-year 
cycle is focusing on atmosphere/air 
pollution, climate change, energy, 
and industrial development. 


UN Water is an inter-agency mecha- 
nism established in September 2003 
by the UN’s High Level Committee 
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on Programs (HLCP), to follow up 

on the WSSD water-related decisions 
and the MDGs concerning water 

and sanitation. UN Water’s defined 
responsibilities include “promoting 
coherence in, and coordination of 
UN system actions” and “facilitating 
synergies and joint efforts,” indicating 
that UN Water lacks the authority to 
organize the water-related activities of 
UN agencies and programs. UN Water 
does not have a policy-making role. 


The Secretary-General’s Advisory 
Board on Water and Sanitation was 
established in 2004 to help raise 
awareness of water and sanitation 
issues, mobilize funds, and encourage 
partnerships. Board members are sen- 
ior Officials from the private sector or 
ex-ministers of national governments. 


The Division for Sustainable Develop- 
ment Issues of UN/DESA provides 
secretariat services to all three of the 
above organizations. 


Gaps in Governance 


Various aspects of Integrated Water 
Resource Management (IWRM)? are 
being addressed by many agencies/ 
programs. Collectively, they cover all 
implementation areas, including 
research and technology transfer, 
information sharing, capacity build- 
ing, and infrastructure. Since there is 
no central co-ordinating mechanism, 
it is difficult to know whether cover- 
age is balanced and focused on the 
areas of greatest need. 


Although many UN agencies do excel- 
lent work on water issues, no one lead 
agency is able to provide guidance and 
leadership to the other UN agencies, 
let alone civil society or member 
governments. As a result, even though 
individual UN projects may be success- 
ful, transferring or building on that 


success has been difficult, and it may 
be that still greater impact could be 
had through improved governance. 
The following are some of the notable 
governance shortfalls. 


High-Level Political Dialogue 


Currently, there is no permanent 
intergovernmental focus on water 
and sanitation issues. Such a forum is 
needed to set the stage for implemen- 
tation and to remove obstacles as they 


United Nations Environment Program 
— GEMS (Global Environment Moni- 
toring System) all provide valuable 
reporting, monitoring, and assessment 
activities, there is a need to strengthen 
and better co-ordinate these programs. 
Increased co-ordination and resources 
to provide national, local, and regional 
information would help to better 
inform the international community 
on both progress and areas where more 
resources are needed. 


Although many UN agencies do excellent work on water issues, no 


one lead agency is able to provide guidance and leadership to the 


other UN agencies, let alone civil society or member governments. 


occur. Its objective should be to bring 
about consensus on implementation 
policies, to forge partnerships for 
implementation, and to keep an 
international spotlight on water and 
sanitation issues. While UN Water can 
advance some of these objectives, its 
current mandate is too limited to 
allow for the full effect that is needed. 


Bridging the Government - NGO 
Divide 

Typically, non-governmental organi- 
zations play a very important role in 
project implementation and capacity 
building. Since there is a need to speed 
up implementation of water and sani- 
tation policies, opportunities for closer 
interaction on implementation issues 
are needed between governments and 
NGOs, especially at regional levels. 
The tri-annual World Water Forum 
conference can and does partly address 
this need, but may not be, by itself, 
sufficient to the task. 


Monitoring and Assessment of 
Programs 


Although the Joint Monitoring 
Program (JMP), the World Water 
Assessment Program (WWAP) and 


Program and Project Co-ordination 


Program and project co-ordination 
within the UN system and between 
global networks needs to be strength- 
ened. UN Water was established to 
promote coherence in UN system 
actions aimed at the MDGs on water 
and sanitation, but its mandate and 
authority are limited. Currently, parti- 
cipation in UN Water meetings is from 
water units in UN programs/agencies 
that have authority only to redirect 
resources within water and sanitation 
envelopes. Effective co-ordination at a 
higher level will require engagement 
of agency heads and governing bodies. 


Secretariat Support to UN Water 
Organizations/Mechanisms 


UN/DESA provides secretariat support 
to several UN system bodies. Although 
there are several freshwater experts in 
UN/DESA, its resources do not match 
up with its responsibilities for pro- 
viding secretariat services. Less than 
10 person-years from UN/DESA are 
dedicated to water issues. This may 
be insufficient in the face of growing 
activities and the resultant need for 
co-ordination. 
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CSD-13 Decisions Related to 
Water Governance 


The outcome of CSD-13 meetings was 
an agreement by participating member 
countries on a package of policy 
options and practical measures to 
advance international commitments 
on water, sanitation, and human 
settlements. 


Countries reaffirmed the CSD's 

mandate, as stipulated in previous 

high-level UN decisions, to support, 

strengthen, and implement monitor- 

ing of progress by: 

e improving data collection at all 
levels; 


e enhancing comparability of data at 
the regional and global levels; and 


+ facilitating the contribution of 
major groups to national reporting 
activities. 

Countries also agreed to make specific 

requests to the Division for Sustainable 

Development in UN/DESA, UN Water, 

and the UN Secretary-General. 


e The Division for Sustainable Devel- 
opment (UN/DESA) was requested 
to update policy options and practi- 
cal measures contained in the 
Chairman’s Intergovernmental 
Preparatory Meeting (Feb 28 — 
March 4, 2005) Summary on a 
regular basis, and to develop web- 
based tools to disseminate infor- 
mation on implementation and 
best practices. 


¢ UN Water was requested to give 
equal consideration to issues of 
sanitation and water in its terms of 
reference and, to promote system- 
wide inter-agency co-operation and 
co-ordination among relevant UN 
agencies, funds, and programs on 
such issues. 


e The UN Secretary General was 
requested to include in his report 
to the CSD: 


— activities of UN Water as they 
relate to water and sanitation; 


— roles and responsibilities of rele- 
vant UN agencies, funds and 
programs in implementing and 
monitoring the water and sanita- 
tion agenda; and 


— duplication, overlap, and gaps in 
implementing and monitoring 
activities. 


Countries agreed to devote, in 2008 
and 2012, a separate segment at the 
end of its review sessions, using one to 
two days to monitor and follow up on 
the implementation of decisions on 
water and sanitation and their link- 
ages, taken at CSD-13. 


How Well Will CSD-13 
Decisions Address the Above 
Governance Gaps? 


High Level Political Dialogue: 
Ongoing Political Discourse and 
Support 


The CSD’s decision to devote two days 
in 2008 and again in 2012 to water 
and sanitation issues ensures a forum 
for countries to discuss the issues and 
make policies to help address them. 
However, the decision appears to have 
been made in consideration only of 
MDG goals on access to safe drinking 
water and basic sanitation by 2015; 
non-MDG water-related issues may 
not be addressed through this process. 
Management of water resources is an 
ongoing issue that would probably be 
better addressed from a UN “home” 
for water issues (i.e., a forum that 
would be identified with water issues 
globally, and where policies could be 


made and program implementation 
co-ordinated). Although such a plat- 
form was not supported at CSD-13, it 
is possible that the requested reports 
from the Secretary General and UN 
Water and discussions in the 2008 
and 2012 CSD meetings will whet 
international appetites for further 
governance changes. 


Monitoring and Assessment of 
Programs 


Since implementation involves the 
participation of UN agencies, pro- 
grams, and funds, national govern- 
ments at all levels, and civil society, 
monitoring implementation is a 
challenging task. Improvements in 
monitoring will depend on the capa- 
city of UN organizations to respond 
to CSD requests. UN Water could play 
an important facilitative role. 


Program and Project Co-ordination 


The CSD requested the Secretary- 
General to report on the roles of UN 
agencies, programs, and funds in the 
areas of water and sanitation and it 
requested that UN Water promote 
system-wide co-operation and co- 
ordination. These are the necessary 
first steps toward better co-ordination. 
The chair of UN Water has started 
bilateral discussions with agency heads 
with a view to facilitating program 
co-ordination. Whether these efforts 
will bear fruit will depend on how 
constrained agency heads are by 
resources and mandates. 


At a minimum, CSD decisions will 
increase awareness within the UN of 
the need for better co-ordination and 
reporting. However, it is unclear if 
any of the recommendations from 
CSD-13 will improve government- 
NGO co-ordination. 
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Options for Future 
Consideration 


There are several reasons why 
countries could not agree on a more 
comprehensive governance package at 
CSD-13 meetings including the G77’s 
concerns about setting a precedent for 
the upcoming meetings on energy and 
the lack of appetite for new UN struc- 
tures or increased mandatory country 
contributions. 


Should reporting by the Secretary- 
General and UN Water on water 
activities and their co-ordination, as 
requested in CSD-13 decisions and the 
2008 and 2012 CSD meetings whet 
international appetites for further 
changes to UN water governance, the 
following options may be considered 
in developing Canada’s position in 
this regard. 


Option 1: Establish an ad hoc panel 
under the CSD or an independent 
functional commission under ECOSOC 


This option follows the example of 
the ad hoc intergovernmental Panel 
on Forests under the CSD or its succes- 
sor, the current UN Forum on Forests, 
an independent commission under 
ECOSOC. The new inter-governmental 
water organization would develop 
policies, while working with UN 
agencies and the civil society to ensure 
a coherent approach and the co-ordi- 
nated implementation of programs. A 
small secretariat would provide analy- 
sis and co-ordination functions and 
serve as a focal point for the major UN 
reporting mechanisms as well as other 
databases developed to better guide 
donor activities. 


A strong mandate with matching 
resources and good co-operation from 
all relevant actors (governments, 


regional bodies, UN agencies, and the 
civil society) would help address all 
the gaps described above. 


Option 2: Significantly strengthen 
UN Water 


UN Water was established by the High 
Level Committee on Programs which, 
in turn, reports to the UN System’s 
Chief Executive Board (CEB) for 
Co-ordination. Strengthening UN 
Water with additional resources and 

a stronger mandate would allow it to 
co-ordinate water and sanitation pol- 
icy across the UN. It could also call 
inter-governmental meetings that 
could include civil society participa- 
tion, to allow them to provide input 
and to better understand what UN 
agencies are doing. This approach 
could mean that UN Water would 
have a commission-like status in the 
UN and report directly to the CEB 
rather than to the CEB’s two high-level 
co-ordinating committees for pro- 
grams and for policy. 


A major advantage of this approach 

is that no new organization would 

be needed. To be successful, it would 
require broad government, UN agency, 
and civil society support and an 
adequately resourced secretariat. 


Option 3: International strategy for 
water 


The Secretary-General’s Advisory Board 
could provide leadership to help UN 
agencies and governments create a 
strategy for meeting the water and 
sanitation targets, modelled after 
mechanisms, such as the International 
Strategy for Disaster Reduction. While 
this approach would not provide for 
ongoing decision making or a central 
information window, it could help 


close the most pressing gaps (analysis 
and policy integration, international 
co-ordination, and monitoring and 
reporting) with a lighter structure than 
other options and with minimal addi- 
tional resources. 


Option 4: Raising activity levels in 
existing initiatives 

This could mean strengthening 
UN/DESA’s capacity to enable it to 
provide stronger water and sanitation 
related secretariat support. Particular 
attention could be paid to improving 
the communication and co-ordination 
role of UN Water. As well, existing 
monitoring and reporting mechanisms 
such as the JMP, WWDR, and UNEP 
GEMS/Water could be strengthened 

to provide accurate assessments of the 
world’s water resources. 


Option 5: High-level 
intergovernmental meetings 

Two days at the end of each of the 
CSD’s intergovernmental meetings 

in 2008 and 2012 will be devoted to 
water issues. Beyond 2012, ECOSOC 
and/or the General Assembly could 
call high-level intergovernmental 
meeting as often as needed (e.g., every 
three or four years) for strengthening 
implementation by governments 

and UN agencies. This option could 
be a forum for higher-level policy 
discussions and has the potential for 
addressing implementation, monitor- 
ing, and analysis issues. It would, how- 
ever, lack permanency and stability. 


Conclusion 


Before CSD-13, several CSD member 
countries were concerned that inter- 
national attention on water would 
wane while the need for it was at an 
all time high. 
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FIGURE 1 
The United Nations System 
Principal Organs 


Security General Trusteeship Economic & International UN 
Council Assembly Council Social Council Court of Secretariat 
(ECOSOC) Justice 


The Secretary 
General’s Advisory UN System Chief 


15 subsidiary Board on Water Executives Board 
bodies and Sanitation 


: High Level 
14 programs & funds including 9 functional commissions, EEE Committee on 


the UN Environment Program & including the Commission Programs (HLPC) 
the UN Development Program & for Sustainable Development Vv 


UNESCO (CSD) 


research & training institutes 5 regional commissions 


other entities 4 other bodies 


17 departments and offices, 


a including the Department 
17 specialized autonomous 


agencies, including the 


of Economic and Social 
Affairs (DESA) with its 
Division for Sustainable 
Development Issues 


International Monetary Fund 
and the World Bank Group 


Note: Of the six principal UN organs, only three (the General Assembly, the Economic and Social Council and the UN Secretariat) are directly 
concerned with freshwater issues. Solid lines indicate a direct reporting relationship; dashes indicate a non-subsidiary relationship. 


Canada was successful in advancing Pressures for a stable focal point in the Notes 

its agenda on international gover- UN for water issues (such as the UN er 

nance at the CSD-13 meetings. An Forum on Forests) could increase if ea 
; be found at <www.un.org/esa/sustdev/ 

important outcome related to gover- governance gaps continue to hinder documents/docs_csdi13.htm>. 

nance was the decision to request the progress on international commit- 2 The IWRM promotes the co-ordinated 

Secretary-General to include in his ments and are not effective enough management of land, water, and related 

report to the CSD details on the roles for addressing emerging water issues. resources to optimize economic and 


social welfare without compromising 
Should further changes be needed, the ecosystem sustainability. For more 
options described above could serve as information, please visit Publications at 
| à | <www.policyresearch.gc.ca>. 

a starting point for stakeholder discus- 
sions. In almost all cases, the decision Full references are available in the online version 
to adopt them will have to be taken of this issue. It can be accessed by visiting the 

; mn PRI web site at <www.policyresearch.gc.ca>. 
by more senior organizations than the 
CSD, for example the ECOSOC or the 
General Assembly. 


and responsibilities of relevant UN 
agencies, funds, and programs in 
implementing programs and monitor- 
ing progress and to identify duplica- 
tion and gaps in these functions. 
Future considerations of new gover- 
nance structures would benefit from 
such a review. 
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n Canada, water quality and 

quantity are governed on federal 

and provincial levels under several 
statutes. The federal government 
largely sets suggested standards (i.e., 
the Federal Water Policy), but the 
actual implementation of water legis- 
lation is administered by provincial 
governments (AAFC, 2003). Provincial 
statutes especially play a larger role in 
regulating water quality and quantity 
in an agricultural context. For exam- 
ple, the Ontario Water Resources Act, 
1990, administered by the Ontario 
Ministry of the Environment, is the 
most important act governing water 
quality and quantity in Ontario 
(CELA, 2004). However, several other 
provincial statutes affect water includ- 
ing the Nutrient Management Act that 
sets standards for nutrient manage- 
ment on farms. 


While water issues stemming from 
agriculture are largely the domain of 
the province, federal legislation can 
have direct and indirect effects. This 
is particularly true for agriculture, 
which receives federal assistance in 
several formats including income 
support. Federal agricultural policy 


is now guided by the Agricultural 
Policy Framework (APF). This article 
explores how the APF may affect 
water in Canada. 


Overview of the Agricultural 
Policy Framework 


The Government of Canada (under 
Agriculture and Agri-Food Canada) 
signed APF agreements and correspon- 
ding implementation agreements with 
each province and territory over the 
last several years (AAFC, 200Sa). The 
goal of the APF is “to position Canada 
as the world leader in food safety, 
innovation and environmentally 
responsible agricultural production” 
(AAFC, 2006). Its five components are 
business risk management, environ- 
ment, food safety and food quality, 
science and innovation, renewal and 
international (AAFC, 2005a). The 
objective of the programs under the 
environment component of the APF is 
“to help the agriculture and agri-food 
sector achieve environmental sustain- 
ability in the areas of soil, water, air 
and biodiversity” (AAFC, 200Sa: 11). 


Activities under the environment com- 
ponent of the APF focus on supporting 


Beneficial Management Practices 


Beneficial management practices, also sometimes referred to as best man- 
agement practices, are practices, or system of practices, scientifically proven 


to reduce the impact of agricultural activities on soil and water resources 
while maintaining the economic viability of farms. They are set forth by 
farmers, researchers, agribusiness professionals and governments, covering 


all sectors and include a comprehensive list of topics, such as legal issues 


and conflict prevention, environmental risks associated with some waste 
management practices, management and facility options for dealing with 
manure, and the potential impacts of various options. Beneficial manage- 
ment practices can be specific to regions and operation types. 


Source: Statistics Canada (2005: 4). 
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the implementation of beneficial man- 
agement practices through voluntary 
measures, sometimes supported by 
subsidies. These activities include: 


e developing policies and strategies 
to help Canada’s agriculture and 
agri-food sector meet international 
and national climate change, toxic 
substance use, and environmental 
sustainability goals by measuring 
the effectiveness of environmental 
awareness programs and beneficial 
management practices; 

e gathering and providing informa- 
tion on agricultural management 
practices that have a less negative 
impact on the environment and 
supporting development of new 
environmental technologies; and 


e supporting the adoption of benefi- 
cial management practices by agri- 
cultural producers (AAFC, 200Sa). 


While there are about a dozen feder- 
ally funded programs under the APF 
environment component along with 
a number of related provincial pro- 
grams, several may have a direct 
impact on agricultural producers’ 
impact on water quality and quantity, 
as they support the adoption of water- 
related management practices. These 
include the Environmental Farm 
Planning Program, the National 

Farm Stewardship Program (supported 
by the National Water Supply Expan- 
sion Program), and the Greencover 
Canada Program. 


An environmental farm plan (EFP) 
identifies environmental risks and 
develops an action plan to mitigate 
those risks for individual farming 
operations. Its documentation is a 
voluntary and confidential process. 
The federal government contributes to 


the financial support of EFP comple- 
tions through the Environmental Farm 
Planning Program under the APF, and 
the province usually provides techni- 
cal support in the endeavour. The EFP 
program establishes principles of envi- 
ronmental action and supports farmers 
to take actions that reduce the envi- 
ronmental risks (OSCIA, 2005). 


Completion of an EFP is required for 

a farmer to be eligible for funding 
under the National Farm Stewardship 
Program (NFSP). The NFSP 2005-2008 
is a joint federal and provincial cost- 
share initiative to support environ- 
mental stewardship in agriculture by 
providing funding for producer adop- 
tion of beneficial management prac- 
tices. Generally, the program will cover 
30 to 50 percent of eligible costs of 
approved BMPs, such as water well 
management, farmyard runoff control, 
nutrient recovery from waste water, 
and irrigation management planning. 
The funding cap per legal farm entity 
is $30,000 over the whole life of the 
program (AAFC, 2005b). 


The Greencover Canada program is 
similar to the NFSP since it provides 
$110 million of funding to support 
beneficial management practices, but 
the focus is on improving grassland- 
management practices, protecting 
water quality, reducing greenhouse-gas 
emissions, and enhancing biodiversity 
and wildlife habitat (AAFC, 2005a). 
Beneficial management practices 
eligible for funding under Greencover 
Canada include converting environ- 
mentally sensitive land to perennial 
cover and planting shelter belts 
(AAFC, 200Sc). 


The National Water Supply Expansion 
Program (NWSEP), under the APF, 


provides $60 million to improve 

the capacity of Canada’s agricultural 
community to address water supply 
concerns (AAFC, 2005d). The Program 
began in 2002 with an initial assess- 
ment to determine agricultural areas 
of Canada experiencing or anticipating 
water shortages. The results deter- 
mined the focus of federal-provincial 
agreements under the NWSEP to 
provide financial and technical assis- 
tance for farmers to plan and adopt 
projects encouraging sustainable 
water supplies. 


Environmental Effectiveness 
of APF Programs 


The beneficial management practices 
eligible for funding under the NFSP are 
likely to have a significant impact on 
water quality and quantity if adopted 
by agricultural producers. These 
improvements stem mainly from a 
decline in pesticide/nutrient runoff 
into surrounding water sources, either 
by decreasing nutrient/pesticide use 

or water quantity use in agricultural 
production (i.e., nutrient management 
planning, improved cropping systems) 
or by protecting surrounding water 
sources from contaminated on-farm 
water (i.e., water well management, 
farmyard runoff control, riparian area 
management, nutrient recovery from 
waste water). The Environmental Farm 
Planning Program ensures that agri- 
cultural producers choose beneficial 
management practices most suitable 
(feasible and effective) for their farms, 
and the National Water Supply Expan- 
sion Program seeks to gather informa- 
tion on projects that are most likely to 
help improve Canadian water quality 
and quantity issues. 
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Greencover Canada also offers com- 
ponents with significant potential 
impacts on water quality and quantity. 
Land conversion and shelter-belt 
establishment are likely to reduce 
runoff of contaminated water through 
decreased soil erosion, for example. 
Technical assistance for beneficial 
management practice adoption of 
water-related projects has similar 
potential impacts as the NFSP. 


updates of previous plans, and a 
projected 57,000 reviewed plans by 
March 31, 2006. 


The Ontario Water Resources Act, along 
with most water regulations, dictates 
measures to protect water quality and 
quantity. In contrast, the APF aims to 
provide incentives for agricultural pro- 
ducers to establish environmentally 
sustainable practices with the goal of 
increasing the economic viability of 


The environment is one of the five pillars of the federal 


government's Agricultural Policy Framework, which seeks 


to position Canadian agriculture as a world leader. 


Adoption of the programs offered 
under the APF is likely to be high 

for producers already feeling pressure 
to adopt beneficial management 
practices, whether it be for economic 
reasons or to conform to more 
environmentally sound production 
techniques. According to the AAFC 
(2005e), the NFSP uptake as of 
September 2005 includes the adoption 
of approximately 4,260 beneficial 
management practices. Additionally, 
since the start of the APF and as of 
September 2005, 16,000 environmen- 
tal farm plans have been reviewed. 
(Before APF implementation, 21,000 
environmental farm plans were 
reviewed, which gives a total of 
37,000 plans as of September 2005.) 
The target for the 2005-06 planning 
year is 20,000 reviewed plans, which 
includes 12,500 new plans and 7,500 


their production. As such, the APF is a 
more flexible alternative for improving 
both environmental and economic 
sustainability in Canada. Agricultural 
producers use the EFP to identify envi- 
ronmental risks and develop action 
plans to mitigate risks on their own 
farming operation. Thus, the APF 
allows agricultural producers to work 
with extension services to identify 
their individual areas of risk through 
the EFP and to adopt management 
practices best suited to those specific 
needs. The involvement of stakehold- 
ers in identifying risk and potential 
solutions is crucial to the success of 
these programs, as the producers’ 
perceptions of the benefits of imple- 
menting new management techniques 
lies in their understanding of the 
underlying science. Simultaneously, 
researchers and policy makers gather 


direct feedback from stakeholders on 
the feasibility of their proposals. 


Conclusion 


The environment is one of the five 
pillars of the federal government’s 
APE which seeks to position Canadian 
agriculture as a world leader. Since the 
direct regulation of water quantity and 
quality is generally under the auspices 
of the provincial government, the 
focus of the APF is to reduce agricul- 
ture’s impact on water through the 
provision of technical and financial 
incentives that will encourage farmers 
to adopt environmentally sustainable 
management practices. 


Technical assistance efforts under the 
APE, such as the NFSP, represent an 
improvement over many education 
programs that are the most popular 
form of agri-environmental policy in 
OECD countries. Unlike most moral 
suasion programs that promote envi- 
ronmental objectives by enhancing 
the farm sector’s general awareness 

of the contribution of their current 
practices to environmental problems 
and of best management practices to 
reduce those problems, these programs 
work with individual farmers to iden- 
tify environmental risks on their farms 
and suggest improvement. However, 
the same problems confronting most 
moral suasion efforts remain. A 
reliance on volunteers and their sense 
of goodwill is inequitable and insuffi- 
cient to achieve the environmental 
objectives unless the environmental 
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impacts of individual actions can be 
clearly demonstrated to the producers 
causing damages (Ribaudo and Horan, 
1999). Even if the linkage can be 
shown through education, the 
environmental problem will not be 
addressed through a reliance on the 
stewardship ethic of farmers unless 
profitable management alternatives 


can be observed by farmers in practice. 


In addition to technical assistance, 
financial incentives are provided by 
other elements of the APF, such as 
Greencover Canada. The major limi- 
tation of the programs that subsidize 
the adoption of best management 
practices is their universal availability 
and the resulting cost ineffectiveness. 
Under universal cost-share programs, 
farmers with the greatest contribution 
to the pollution problem may not 
apply if they cannot manage the 
practice or if the financial incentive 

is insufficient (Weersink et al., 1998). 
On the other hand, funding may be 
granted to polluting farms even 
though they would have adopted 

the abatement regardless, or to non- 
polluting farmers, because the subsidy 


makes the practice profitable for them. 


Although the cost efficiency of the 
incentive programs under the APF 
may be limited, their use signals the 
importance the federal government 
has now placed on the environment 
within the agricultural policy debate. 
Further changes may be predicted by 
the policy shifts in the European 
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Union, which now considers agricul- 
ture as multifunctional; in addition 

to the production of food and fibre, 
agriculture is seen as a provider of 
land-linked services that are mainly of 
a public good character (OECD, 2003). 
Linking the adoption of beneficial 
management practices that improve 
environmental health, including 
water, to support payments may be an 
option under the next version of APF 
and represent a continuation of the 
growing emphasis on the environ- 
ment within federal agricultural policy. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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ince the Walkerton tragedy, the 

need for sustainable, integrated 

watershed management has 
been recognized by federal, provincial, 
and municipal agencies, as well as the 
scientific community, business and 
industry, and individual community 
members and groups. In response to 
these and other concerns related to 
water quality and quantity, partner- 
ships among a variety of actors have 
been established across Canada, and 
indeed, around the globe, to enhance 
our ability as a society to manage 
water and watersheds effectively. 
Increasingly important in these part- 
nerships are community-based water- 
shed groups. 


In Canada, as elsewhere, the activities 
of non-governmental organizations 
are on the rise (Salamon, 1995). This 
trend is likely to continue, and it will 
be important for policy makers to 
recognize and explicitly acknowledge 
the fact that the structure and nature 
of the relationships among actors 
within and between the different sec- 
tors directly affect the development 
and implementation of public policy. 
This is as true of activities related to 
natural resource management as it is 
to those related to health care, educa- 
tion, or other fields traditionally in 
the purview of the public sector. 


It is particularly true of integrated 
watershed management initiatives 
which, by definition, require the par- 
ticipation and support of a diverse 
array of stakeholders and are often 
spearheaded by groups that lack the 
political authority and accountability, 
scientific capacity, and technical 
expertise to implement watershed 
management plans. Despite these 
challenges, many community-based 
watershed management initiatives 


exist and, indeed, thrive, in Canada. 
These range from small informal 
groups that monitor water chemistry 
and engage local landowners in 
restoration and enhancement work, 
to sophisticated efforts to conduct 
research, influence policy, and develop 
regional and national communities 
of practice. The roles of government 
at all levels in watershed stewardship 
groups vary widely, and range from 
acting as informal partners to provid- 
ing funding, expertise, equipment 
and supplies, and guidance. In many 
cases, government representatives act 
as both voting and non-voting mem- 
bers of decision-making bodies within 
community-based groups. 


Traditionally, watershed groups have 
monitored biophysical conditions, 
engaged local communities in steward- 
ship activities through outreach and 
education and, in some cases, worked 
to influence public policy in support 
of their activities and goals. The array 
and efficacy of these activities vary 
with the expertise, interest, and 
enthusiasm of volunteers. Increasingly, 
however, government agencies seek to 
work with citizen-based initiatives to 
develop and implement watershed 
management plans. This requires a 
level of sophistication and commit- 
ment on the part of watershed groups 
that is often not available. The find- 
ings of a Watershed Groups’ Institute, 
held in New Brunswick in November 
2005, demonstrated that community- 
based initiatives face significant chal- 
lenges in this regard (Dalton and 
Prentice, 2006). While these findings 
are based on the experiences of a par- 
ticular subset of organizations in New 
Brunswick, recent conversations with 
researchers and practitioners from 
British Columbia to Nova Scotia 
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confirmed that they are quite repre- 
sentative of the experiences of other 
such groups across Canada. 


Organizational Structure and 
Longevity 


Most groups are formally and legally 
incorporated non-profit organizations, 
and their staff people are directly 
responsible for fundraising, activity 
reports, and financial reporting, in 
addition to conceptualizing and exe- 
cuting projects, building partnerships, 
and developing an enduring organiza- 
tion. It is therefore not surprising that 
staff burnout is a common problem 
among watershed groups, and that it 
is tremendously difficult to establish 
long-term projects, long-term partner- 
ships, and any sort of ongoing pro- 
gramming initiative. Under their 
current structure and funding cycles, 
it is virtually impossible to build a 
career in most watershed groups in 
New Brunswick. 


Organizational Activities 


A recent report on data management 
among watershed groups in New 
Brunswick showed that every water- 
shed group responding to the survey 
collects stream data, including water 
temperature (100 percent), dissolved 
oxygen (93 percent), water chemistry 
(87 percent), pH (87 percent), and E. 
coli (80 percent) (Dalton and Walsh, 
2004). Activities reported at the Insti- 
tute in New Brunswick were consistent 
with this finding, but contrary to the 
findings of the survey, which indicated 
that while 53 percent of groups collect 
information about community 
demographics, very few reported any 
activity in the socioeconomic realm. 


Most focus on collecting biophysical 
information, delivering hands-on 


programming both in terms of stew- 
ardship activities and educational 
opportunities, and developing and 
implementing outreach/education 
strategies. For example, one group 
co-ordinator has a regularly scheduled 
time slot on a local radio station, and 
delivers interviews herself as well as 
co-ordinating panels on the show. 
Other groups host speakers series, 
issue regular bulletins or newsletters 


continuity, institutional memory, 
and organizational momentum. Most 
groups expressed a need for visibility 
and credibility among community, 
government, and especially major 
funding bodies. 


Many lack the technical capacity 
or funding (or both) to incorporate 
sound science into their work and 
action plans, although some work 


It is not surprising that staff burnout is a common problem 
among watershed groups, and that it is tremendously difficult 
to establish long-term partnerships, and any sort of ongoing 


programming initiative. 


describing their activities, and post 
their information on a web site. One 
group recently completed a video 
documentary on its activities, and 
posted it on the Internet. 


These are traditional activities of com- 
munity-based watershed associations, 
and it is truly remarkable what these 
groups are able to accomplish on a 
shoestring budget, with the dedicated 
efforts of staff and volunteers whose 
time is both stretched and fragmented. 
Focusing on these traditional activities, 
however, to the exclusion of engaging 
in organizational development, policy 
development, or scientifically rigorous 
monitoring and integration of bio- 
physical and socio-economic infor- 
mation may diminish the efficacy 

and strength of these organizations 

in the long run. 


Organizational Challenges 


Many groups face ongoing organiza- 
tional development problems, due 
to lack of secure funding over the 
long-term; this results in loss of 


with government or academic partners 
to build capacity in this realm. In 
addition, groups would benefit from 
training in data collection and man- 
agement protocols, web site design 
and maintenance, and other capacity- 
building activities. Many groups lack 
high-speed Internet service, and there 
is acommon need for means by 
which to share literature, data, and 
other information generated and dis- 
covered by watershed groups. 


The above challenges speak to two 
primary needs: ongoing, long-term 
funding, and capacity building. Long- 
term funding is a problem inherent 
to the non-profit sector. Increasingly, 
this issue is addressed by developing 
an entrepreneurial component to the 
organizational structure of non-profit 
organizations. Admittedly, the oppor- 
tunities to generate income may be 
limited among watershed groups in 
New Brunswick, both because existing 
staff are already stretched and because 
the services for which fees might be 
charged may not be in great demand 
in the small communities where 
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many of these groups are established. 
However, it is worth considering that 
some activities currently delivered 
free of charge might actually provide 
income-generating opportunities 

for the groups. 


More to the point is the need for 
secure funding. From the perspectives 
of those providing moneys to water- 
shed groups, this may well be worth 
consideration for several reasons. First, 
ongoing funding could be tied to data 
acquisition requirements, spanning 
several years, of provincial or federal 
agencies. Second, it would provide a 
framework for investment in capacity 
building for staff, under the assump- 
tion that secure funding would lead to 
staff retention, rendering investment 
in professional development feasible. 
Third, secure funding over several 
years could be made contingent upon 
the development of a plan for organi- 
zational security beyond a particular 
funding date. Finally, this could 
increase the efficiency and effective- 
ness of watershed groups, by providing 
a framework for retention of institu- 
tional memory, investment in multi- 
stakeholder partnerships, and program 
development and implementation. 


Access to high-speed Internet service 
in remote areas of Canada is spotty, 
but on the rise. In the short-term, 
there is little that can be done to 
address capacity in this regard. How- 
ever, training required for standardized 
data collection protocols is available 
in New Brunswick through the New 
Brunswick Aquatic Data Warehouse. 
Online searches of such opportunities 
in other provinces revealed that they 
are widely provided by a variety of 
organizations. In New Brunswick, 
two groups, the Fredericton Area 


Watersheds and Canaan-Washade- 
moak Watershed Associations, with 
technical assistance from the Balti- 
more Ecosystem Study (a US Long- 
Term Ecological Research project), 
have developed and implemented 
standardized data documentation, 
management, and reporting protocols 
based on US National Science Founda- 
tion standards. They are now posting 
all their non-proprietary data and 
metadata on their web site. Training 

is also available in this area as, increas- 
ingly, government agencies turn to cit- 
izen scientists to generate and manage 
baseline information about watersheds 
in Canada. 


There is also increasing interest in 
working with community-based water- 
shed groups among scientists in the 
academic community. Employing a 
“you have to pay to play” policy, 
watershed groups could harness this 
interest to serve their own needs, by 
requiring academics to work with 
them in the development of research 
questions, and allowing citizen scien- 
tists to increase their skills and knowl- 
edge base by working directly with 
scientists in the field. This would also 
increase the visibility and credibility 
of watershed groups in the province. 


There is an Abundance of 
Community-Based Initiatives 


Despite the challenges described 
above, many community-based groups 
work across Canada to engage their 
friends, neighbours, colleagues, and 
political representatives in integrated 
watershed planning and management. 
For example, an effort to identify a 
potential audience for standardized 
data collection and documentation 
protocols revealed over 170 different 


organizations involved in natural 
resource or watershed management 
in New Brunswick. This database, 
developed by the New Brunswick 
Aquatic Data Warehouse, was subse- 
quently used to generate a map of 
groups generated from a subset of 
approximately 150 organizations 
(see Figure 1).1 


The map is a reasonable first approxi- 
mation of the distribution of steward- 
ship organizations, many of which 
fall in those watersheds most densely 
inhabited by human populations. 
Thus, it is surprising to note that 

few watershed groups are working 

to understand the socio-economic 
dynamics of the human communities 
with whom they interact, and how 
those dynamics affect the efficacy 

of the groups themselves. 


At the national level, a recent Internet 
survey carried out by the Centre for 
Sustainable Watersheds, generated 

125 responses from community-based 
watershed groups, and their public 
agency, academic, and non-profit 
partners. This survey provided an 
opportunity for respondents to indi- 
cate whether they would be interested 
and willing to participate in a national 
network of watershed groups, whose 
goals would be to share data, informa- 
tion regarding successes and failures, 
and other information about their 
work, partnerships, funding sources, 
and so on. One clear message from 
this initiative is that most respondents 
beïieve that a national network of 
watershed groups is both necessary 
and possible, and should also provide 
a means by which this national con- 
stituency can be heard. The RésEau 
project, a joint effort of Environment 
Canada and the Centre for Sustainable 
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FIGURE 1 


Distribution of Environmental and Watershed Groups in the Province of New Brunswick 
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Watersheds, represents a first step in 
bringing this network into being, and 
is intended to support Canada’s water 
community by building a national 
water information network and 
decision support system. 


Integrated Watershed 
Management 


According to the Sustainable Planning 
Branch of the New Brunswick Depart- 
ment of the Environment, integrated 
watershed planning and management 
requires integration of activities affect- 
ing air, land, and water. Implied in this 
definition is the need to understand 
what comprises and governs the 
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behaviour (“activities”) of people liv- 
ing, working, and playing in a given 
watershed. In addition, it implies the 
need to understand the connections 
not only among flora, fauna, air, and 
water, but between these parameters 
and human activity taking place 
within a given watershed. Finally, a 
management regime comprises those 
arrangements regulating the way 
demands on the system are settled and 
decisions put into effect (Swartz et al., 
1966). Thus, we must understand the 
policy framework at all scales of gov- 
ernment influencing individual and 
collective behaviour in regard to air, 
land, and water. 
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It is possible, and necessary, to address 
this need for integrated social ecologi- 
cal information through development 
of applied research projects related to 
sustainable watershed management. 
It is not likely, however, that small 
poorly funded community-based 
watershed groups can shoulder this 
load without the respectful assistance 
of policy makers, scientists, and 
resource managers. 


Consider the Canaan-Washademoak 
watershed in southeastern New 
Brunswick. This is a land base of 
2,160 km2, some 84 percent of which 
is in forest cover, six percent desig- 
nated agricultural land, and the 
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FIGURE 2 


Canaan-Washademoak Watershed 


The Canaan-Washademoak watershed is a2160 square kilometre watershed in southeastern New Brunswick, Canada. 
For more information, contact Shawn Dalton at (506) 452-6106 or email: sdalton@unb.ca 
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This map depicts public and private land ownership in the Canaan-Washademoak Watershed, There are some 6116 privately 
owned parcels, most of which are located adjacent to watercourses. While 89.38% of the parcels are privately owned, this 
represents less than half (42.18%) of the land base by area 


Of the 6.843 indiviaual parcels in the watershed, 9.09% are provincial Crown land. The number of publicly owned parcels is 
| a small percentage of thetotal parcel count; however, these lands represent 57.62% of the land base by area 


This ownership pattern has dramatic implications interms of watershed managment, and protection and enhancement of 
water quality. On the one hand, because much of the land by area is in publicownership, the Province has an important 
role to play in terms of stewardship. On the other hand, the combination of land management practices of thousands of 
individual land owners also contributes significantly to the state of the system. In particular, lands along the main stem of 
the Canaan River and Washademoak Lake are almost entirely privately owned, and comprise literally thousands of 


balance residential, commercial, 

or recreational property. As the map 
(see Figure 2) demonstrates, much of 
the riparian zone of the main stem 

is privately owned. In addition, the 
proportion of shoreline parcels desig- 
nated recreational increases from 
headwater to lakeshore, and virtually 
all residents of the watershed rely on 
groundwater from their private wells 
for drinking water. 


Recent concerns over declining fish 
populations (in particular, brook trout) 
and water quality led a citizen-based 
group to form in 2002, and to estab- 
lish a biophysical monitoring program 
to determine whether and what effects 
changing land use patterns may be 
having on water chemistry. Their 


unexpected (to them) discovery that, 
in fact, much of the E. coli entering 
the system stems from poor or non- 
existent septic systems on recreational 
camps, as opposed to large livestock 
farming operations, suggests that a 
public outreach campaign, coupled 
with a policy tool to encourage or aid 
camp owners to upgrade their septic 
systems, may be a more effective 
means of improving fish counts over 
the long term than a stocking program 
would be. In light of the ownership 
patterns on the landscape, this could 
prove time consuming, expensive, and 
difficult. In the absence of the com- 
bined biophysical and socio-economic 
information gathered by the group, 

it would be difficult to determine an 
effective course of action. Biophysical 


information can tell you what is going 
on in an aquifer, river system or water- 
shed; socio-economic information can 
tell you why. 


Identifying, acquiring, integrating, 
and interpreting these complex data, 
and translating that interpretation 
into action on the ground is a chal- 
lenge. Indeed, at a recent workshop 
at the University of New Brunswick 
in Fredericton, called Linking Water- 
sheds, hosted by the Canadian Rivers 
Institute, and sponsored by the Cana- 
dian Water Network and the United 
Nations University, an inventory of 
core data sets required for integrated 
watershed management was dis- 
tributed for discussion, comments, 
additions, and subtractions. Of 
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the 113 data sets in the initial list, 
less than 10 were related to socio- 
economic parameters. Depending 
on one’s perceptions and definition 
of integrated watershed manage- 
ment, core data needs clearly 

vary dramatically. 


Still Top Down vs. Bottom Up 
When We Need Side-to-Side 


The Canadian government takes 
watershed management seriously, 
and clearly recognizes the need for 
citizen stewardship in this work. Agri- 
culture and Agri-Food Canada, the 
Canadian International Development 
Agency, Fisheries and Oceans Canada, 
Environment Canada, GeoConnec- 
tions, Natural Resources Canada, 

and doubtless many other arms of 
our federal government are engaged 
in projects and programs that support 
integrated watershed management. 
Likewise, provincial agencies across 
the country work in this realm, 

with the potential to act as liaisons 
between local and federal initiatives. 
A recent Internet search of federal ini- 
tiatives related to watershed manage- 
ment indicates that at least three 
requirements are either not or are 
under-addressed. 


Data Availability at Scales at Which 
Decisions and Actions are Taken 


GeoConnections, in partnership with 
other federal entities, recently under- 
took a 1:1 million-scale national water- 
shed framework. This framework 
integrates topographic, hydrologic, 
and socio-economic information, and 
represents a promising indication of 
interagency co-operation in this area. 
Given that many watershed groups 
work in regions as small as 5 km2 and 
as large as the 240,000 km? Fraser 


River Basin, the value of GeoConnec- 
tions for community-based initiatives 
will vary. 


Many watershed groups find even 
1:50,000-scale provincial level data 

of limited use. In urban areas, where 
watershed areas often are small, par- 
ticularly relative to population density, 
higher resolution data are in order. 
Groups often wind up using less-than- 
accurate data or generating required 


Socio-Economic Analyses of 
Watershed Units 


Because watershed sciences have 
largely fallen under the purview of 
biophysical scientists in both academic 
and federal contexts, there is a relative 
paucity of tools to examine and inter- 
pret the socio-economic dimensions of 
watershed management. Ironically, the 
data to do so are often readily avail- 
able. Arguably, Statistics Canada’s high 


The Canadian government takes watershed management seriously, 


and clearly recognizes the need for citizen stewardship in this work. 


databases themselves. So, while the 
initial effort to generate watershed 
maps for all of Canada is a good 
start, groups require data at the scale 
at which decisions are made and 
acted upon. 


Integration Across Federal Agencies 


While many federal agencies and enti- 
ties clearly have an interest in water- 
shed management, it is not clear that 
they work effectively across agency 
boundaries. The GeoConnections 
example cited above is apparently an 
exception: according to a scientist at 
the National Water Research Initiative, 
agency silos persist. Watersheds are 
interjurisdictional management units. 
Not only do they often cross private 
property, municipal, provincial, and 
international boundaries, they also 
generally are composed of a variety 
of land uses, and therefore subject to 
a variety of policies and regulations. 
Understanding and making explicit 
the rules and roles for enforcement 
of different federal (and other scales 
of government) agencies is a critical 
component of effective watershed 
management. 


resolution census data lend themselves 
to socio-economic analyses along 
watershed lines more readily than 
many biophysical data sets. The Cen- 
sus of Canada is conducted regularly, 
consistently, and predictably, allowing 
for comparison and analysis of trends 
over time. While data at the enumera- 
tion area level are not freely available, 
census subdivision data are, and are 
valuable and useful in watersheds as 
small as 2,000 km2. Data for smaller 
watersheds may require a licensing 
agreement or funds for purchase. 


A Path Forward 


We all live in watersheds. Our daily 
rounds can contribute to their protec- 
tion and enhancement or diminish 
and deplete them. Citizen-based 
watershed groups understand this 
fact, and working toward improved 
stewardship both on individual prop- 
erties and in the collective context of 
multijurisdictional and multi-tenure 
landscapes. They need help. Most 
importantly, reliable funding, techni- 
cal assistance, and organizational 
development are requisite. 
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In the longer term, there is a need to 
train a new generation of social ecolo- 
gists, with fluency and expertise in 


both the biophysical and social sci- 


ences. This is a tall order, but inte- 
grated watershed management is an 


impossible dream in the absence of 


a commitment within the academic 
community to develop new theoreti- 
cal, methodological, and analytical 
tools to synthesize and interpret con- 
tributions from biology, hydrology, 
engineering, sociology, anthropology, 
organizational behaviour, political sci- 
ence, economics, and more. Barring 
this, our institutional and disciplinary 
boundaries, the silos they generate, 
and our limited ability to holistically 


manage watersheds will persist. 


have the potential to inform public 


policy by identifying barriers and 


bridges to the implementation of 


policies that protect our natural 


resource base while facilitating eco- 


nomic development. 


Note 


1 


The goal of creating this map was to rep- 
resent visually the distribution of these 
groups, by watershed, in the province. 
Several caveats are in order. The map was 
created using the postal code of each 
organization’s mailing address, which 
may or may not be located in the water- 
shed in which they work; this was fine- 
tuned with first-hand information 
regarding the location of some groups’ 
activities. However, the map should not 
be interpreted as a final representation of 
watershed or natural resource manage- 
ment activities of organizations. This 
map will be finalized based on feedback 


Innovation Canada 


The latest issue of InnovationCanada.ca 
is now online at <http://www. 
InnovationCanada.ca>. 


This free, bi-monthly publication show- 
cases Canadian excellence in research, 
and highlights the benefits of this 
research to Canadians. This month's 
issue on Water features Guest Columns 
from Ryan Hreljac and Dr. David 
Schindler. It also features stories on 
watersheds, water quality, marshland, 
and others (including a Young Innova- 
tor column). 


The Canada Foundation for Innova- 
tion (CFI) is an independent corpora- 
tion created by the Government of 
Canada to fund research infrastructure. 


Integrated social ecological approaches from key informants in the system. 


Part of its many outreach activities 


to watershed management, conducted : : à : 
NACRE ARSRL ORNE includes the production this online 


Full references are available in the online version 


in mutually respectful partnerships, 


carried out on a level playing field, 
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of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


magazine. 


If you would like to be notified when 
future issues are released, simply click 
on NEXT ISSUE ALERT on the home 
page: <www.InnovationCanada.ca>. 
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Need for a New Paradigm of 
Water Management 


or 2,500 years, perhaps longer, 

water management has meant 

constructing dams, digging and 
drilling wells, and extending canals 
and pipelines to cities and large irriga- 
tion systems. This approach has been 
spectacularly successful at providing 
humans in rich nations with vast 
amounts of clean water wherever and 
whenever wanted. As well, water was 
made available to farms, factories, and 
generating stations so they could sup- 
ply food, industrial goods, and electric- 
ity in huge amounts to people around 
the globe — generally with enough 
water left over for gardens, parks, and 
swimming pools. 


Despite past success, the long “day” in 
which the search for new supply could 
dominate water planning is now com- 
ing to an end. Although many Cana- 
dians still believe that our freshwater 
resources are limitless, the reality is 
that only a small proportion of our 
water is truly renewable and located 


FIGURE 1 


where most of us live. Direct costs 

to develop additional freshwater are 
doubling (per cubic metre) every 10 to 
15 years (Serageldin, 1995). These costs 
increase significantly when the envi- 
ronmental impacts of both increasing 
infrastructure development and high 
water use are included. 


Water management challenges in 
Canada, as in much of the world, are 
rapidly increasing. Climate change, 
population growth, increasing pollu- 
tion, and rampant development are 
some of the many stressors to our fresh- 
water resources. Within the past few 
years, nearly a third of Canadian 
communities have faced threats to 
the security of quantity or quality 

of their water supply (Environment 
Canada, 2004). 


The Potential of a New 
Approach 


The key to a fresh approach for water 
management lies in shifting the focus 
from expanding the supply to moder- 
ating the demand. But water conserva- 
tion does not just happen; it will not 


Spectrum of Water Management Approaches 


Dominant Range 
Discipline of Policy Questions 
Choices 


| Engineering Policies based | How can we meet projected | Planners extrapolate from current 


Fundamental 


Planning Process Outcome 


Construction of dams, 


LT yt MRA 


consumption patterns to determine pipelines, canals, wells, 
future “requirements” and then desalination systems, 
locate and develop new sources and interbasin transfers, 
of supplying to meet this projected where necessary. 
demand. 


on presumed water needs given current 
need for new trends in water use and 
infrastructure. | population growth? 


Planners incorporate efficiency and Efficiency gains through 
information programs together with technical fixes and 
cost-benefit resource, save money and improved pricing patterns to consumer education. 
calculations. reduce environmental maximize use of existing 

impacts? infrastructure. Increasing capacity is 
only one option among others in a 
least-cost approach. 


| Economics Policies based | How can we reduce needs 
on short-term | for water to conserve the 


Oliver M. Brandes, 

Water Sustainability Project Leader, 
The POLIS Project on 

Ecological Governance, 

University of Victoria 


David B. Brooks, 
Director of Research, 
Friends of the Earth Canada, Ottawa 


Social sciences | Policies based | How can we deliver services | Planners model a sustainable future Options to reduce use 

with recognition] on stakeholder | currently provided by water | state for water use with attention through innovation, 

…| of bio-physical consultation in ways that recognize the to long-term economic and social conservation, water 

| limits. and political need for economic, social prosperity. They then “backcast” reallocation and changing 

| review. and ecological sustainability? | to devise a feasible and desirable patterns of use and re-use. 
path to reach that state. Ecological More water is left /n situ. 
sustainability is fundamental to all 
economic, political and socio-cultural 
choices. 


Source: Brandes and Brooks (2005: 5). 
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FIGURE 2 
Planning for the Future with a Soft Path Approach 
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Source: Brandes and Brooks (2005: 13). 


Core Principles of Soft Path Analysis 


Treat water as a service rather than an end in itself — Beyond a very few 
services, there is no absolute requirement for water, or at least water beyond 
that which comes from rain. Rather, water is an input that can be delivered 
as an alternative to other ways of achieving the same result: air-based cool- 
ing, rain-fed agriculture, waterless sanitation. 


Make ecological sustainability a fundamental criterion — Soft paths rec- 
ognize ecosystems as legitimate users of freshwater and as the foundation of 
our economy. Environmental constraints are built in from the start to limit 
the amount of water withdrawn from natural sources and to establish con- 
ditions on the quality of water returned to nature. 


Match the quality of water delivered to that needed by the end use — 
For both economic and physical reasons, it is almost as important to con- 
serve the quality of water as to conserve its quantity. Soft path policies 

are designed from the start to match the quality of water supplied to the 
quality required by cascading water systems, ensuring that wastewater from 
one use becomes input for another use — from a washing machine to a 
garden, or from a cooling system to other industrial uses. 


Plan from the future back to the present — Traditional planning starts 


from the present and projects forward to the future. Soft path planning 


does just the reverse through a technique called “backcasting.” First, it 
detines a sustainable and desirable future state for society, at least as water 
sources and uses are concerned. It then works backward to identify policies 
and programs that will connect the future to the present. 


take root in the absence of leadership 
and action by all levels of government. 
A new paradigm of water management 
is situated in the approach called 
demand management (in obvious con- 
trast to supply management), and it 
extends from simple technical fixes 
(e.g., low-flow shower heads) and eco- 
nomic incentives (e.g., volume-based 
prices) to a more long-term and funda- 
mentally holistic approach dubbed the 
water soft path. 


When viewed on a spectrum, all 

three water management approaches — 
supply management, demand man- 
agement, and the soft path — represent 
incremental steps toward sustainabil- 
ity. However, far from being a simple 
progression, some key characteristics 
distinguish them, as shown in 

Figure 1. The most significant differ- 
ence is the view of the limits of water 
available for human use and of the 
nature of the choices that should 
determine how we manage water. 
Figure 2 offers an idealized sketch 

of the different paths that will 

result from following each of the 
three approaches. 


Water demand management seeks 
primarily water efficiency, and often 
focuses on the implementation of 
cost-effective ways to achieve the 
same service with less water. Demand 
management options have been 
known for years, but with water 
prices kept artificially low, little 
incentive existed for widespread 
adoption. Recent research at the 
University of Victoria demonstrates 
the potential of demand management 
and discusses action opportunities 
for government to implement a com- 
prehensive, integrated, long-term 
approach (Brandes and Ferguson, 
2004; Brandes et al., 2005). 
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Though demand management has 
always been part of how water systems 
operate, it is typically treated as a sec- 
ondary or temporary measure needed 
until additional supplies are secured. 
Changing our water management par- 
adigm requires that demand manage- 
ment become the primary focus. With 
rampant growth and the uncertainty 
of climate change, reducing the 
demand for water is our best “source” 
of “new” water in Canada. A recent 
California study showed that total 
urban (residential, commercial, institu- 
tional, and much industrial) water use 
in California could be cut by 30 per- 
cent using off-the-shelf technologies. 
Those savings are available at lower 
cost and in less time than any new 
supply project, and they would elimi- 
nate the need for California to build 
any new supply project for at least 
several decades (Gleick et al., 2003). 


The Soft Path 


The first steps toward a more sustain- 
able water future are found with 
conventional demand management, 
which harnesses the full potential of 
existing technologies and economic 
incentives to achieve water efficiency. 
However, because they begin from an 
anthropocentric rather than an ecosys- 
tem perspective, efficiency-oriented 
measures alone are not sufficient to 
achieve sustainable water manage- 
ment. Indeed, we likely already with- 
draw so much water that we impair 
the ability of nature to provide eco- 
logical services (Postel and Thompson, 
2005). Water soft paths accept the 
importance of greater water efficiency, 
but go further by searching for those 
changes in water use habits and water 
management institutions that will pro- 
mote long-term ecological and social 
sustainability (Brooks, 2005a, b). 


Efficiency Versus Conservation 


In the simplest terms, efficiency is a means and conservation an end. 
However, a more useful distinction focuses on the nature of the decision. In 
most cases, the search for more efficiency in using water reflects what any 
consumer, whether farmer or industrialist or homeowner would mean by 
water productivity — water as just one more factor of production — and the 
criterion is short-term cost effectiveness. Conservation in contrast reflects 
decisions that are taken for reasons other than narrow cost effectiveness, 
perhaps because of a longer time frame or because of a desire to protect the 
environment. The simple task of watering lawns can illustrate the differ- 
ence. Efficiency dictates that one looks at the cost of water and, in response 
to rising rates, starts using low-flow sprinklers. Unfortunately, with ever 
more lawns to water, sprinklers become just a better way to keep doing 
something we should no longer be doing in the first place. In contrast, con- 
servation suggests planting greenery that does not require watering at all. 
First costs would likely be higher, but the conservation approach effects a 
permanent, sustainable, not just an interim, solution to the problem. 


The soft path approach changes the 
conception of “water.” Instead of 
being viewed as an end product, 
water becomes the means to accom- 
plish specific tasks, such as sanitation 
or agricultural production. Conven- 
tional demand management asks the 
question “how”: How can we get more 
from each drop of water? Water soft 
paths also ask the question “why”: 
Why should we use water to do this 
at all? 


e Why, for example, do we use water 
to carry away our waste? Demand 
management would urge low-flow 
toilets, but soft paths promote 
waterless or composting systems — 
perhaps not for homes (because of 
the need for regular maintenance), 
but certainly for larger buildings. 
On-site methods of waste treatment 
and reuse are also available, with 
possible total freshwater savings of 
80 to 90 percent. 


e Why do we use half the potable 
water that is piped to a house in 
the summer for watering lawns and 
gardens and sidewalks? Demand 
management would urge more 
efficient sprinklers with automatic 
shut-offs. Soft paths go further by 
recycling water from bathtubs and 
washing machines or, better yet, 
planting drought-resistant greenery 
that requires little or no watering 
once it is established. 


By focusing on why, the soft path 
greatly increases the number of possi- 
ble solutions. The approach is broadly 
applicable, not just to houses and 
gardens, but also to large buildings, 
factories, and farms, indeed, across 
sectors and to entire cities. The 
textbox on previous page presents 

the core principles underlying water 
soft path analysis. 


Water soft paths adopt the same serv- 
ice-based approach when dealing with 
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water quality. Delivery of good quality 
water is vital for drinking and wash- 
ing; however, few other uses require 
high-quality water. We can generally 
achieve the same result with lower- 
quality water, which is more abundant 
and lower cost. 


Under a water soft path regime, the 
role of management shifts from build- 
ing and maintaining water supply 
infrastructure to providing water serv- 
ices, such as new forms of sanitation, 
drought-resistant landscapes, urban 
redesign for conservation, water reuse 
and recycling, and new methods for 
rain-fed agriculture. 


Conclusions 


Many nations are already shifting 
from a supply to a demand focus 

in their management of freshwater. 
To avoid a water crisis of our own 
making, Canada must do the same. 
The focus must be on designing and 
implementing strategies today that 
can reduce or even eliminate the 
need for supply-side developments 
for the foreseeable future. Embracing 
the soft path allows communities to 
obtain the many advantages of greater 
water efficiency and, in addition, 
move toward long-term ecological 
and social prosperity. 


The water soft path is both a concept 
and a method. Many people accept it 
as an ideal — the freshwater approach 
to moving toward sustainability. 
However, only a few recognize that 


Water Soft Path Analysis in Canada 


Recently, Friends of the Earth Canada and The POLIS Project on Ecological 
Governance at the University of Victoria released a brief guide to water soft 
paths that describes both concept and method, including a detailed step- 
by-step plan. (The Soft Path for Water in a Nutshell, by Oliver M. Brandes 
and David B. Brooks was jointly published in 2005 by the POLIS Project 
on Ecological Governance, University of Victoria, and Friends of the Earth 
Canada.) 


This publication is part of a larger experiment that seeks to apply a compre- 
hensive water soft path analysis led by Friends of the Earth Canada for three 
economically and ecologically different regions of Canada, each at a differ- 


ent scale: the watersheds making up the Annapolis Valley in Nova Scotia, 
the full Province of Ontario, and selected urban areas in British Columbia. 
The core research team consists of senior staff from Friends of the Earth 
Canada, Acadia University, the University of Waterloo, and the University 
of Victoria’s POLIS Project on Ecological Governance. 


Beyond analyzing the potential for water soft paths, this study will suggest 
policies for moving the regions toward sustainable water management. Ini- 
tial results of the water soft path study for Canada are expected by the end 


of 2006. 


Further details about the project can be found at <www.foecanada.org> or 


<www.waterdsm.org>. 


methods exist to transform the soft 
path from “eco-dreaming” to practical 
opportunities and policies. True, these 
methods must be refined, but past 
studies have demonstrated that a 
method originally developed for ana- 
lyzing alternative energy strategies 
(Lovins, 1977; Brooks et al., 2004) 

can be adapted to freshwater. 


Currently, a study is underway to 
explore just what water soft path 


policies would look like in Canada 
(See text box above). Far from being 
just an academic exercise, this study is 
intended to demonstrate that the goal 
of sustainable development for fresh- 
water is within our grasp. Sometimes 
“where there’s a way, there’s a will.” 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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EYEWITNESS REPORT 


Maps and 
Water Issues 
Developing a 
Community of 
Practice 


Workshop 
January 20, 2006 


Anjela Markova 
Policy Research Initiative 
Government of Canada 


Anjela Markova, 

Policy Research Officer, 
Policy Research Initiative, 
Government of Canada 


ater issues are diverse and 

can vary from manure 

applied upstream of munic- 
ipal water intakes to institutional 
arrangements for water governance. 
What they have in common is that 
they cut across watersheds, jurisdic- 
tions, and water users’ interests. They 
are truly horizontal and integrative. 
Maps can communicate the findings 
of the science community to non- 
scientists, both the policy community 
and the general public. Presenting 
water issues on maps can easily con- 
vey the magnitude and the complex- 
ity of the issues. Maps can show the 
stakeholders that they are stakehold- 
ers, Show the issues affecting your 
home watershed, and show who is 
implicated by specific issues in a 
particular watershed. 


A workshop, organized by the PRI in 
co-operation with the GeoConnec- 
tions Secretariat (Natural Resources 
Canada), explored the challenges 

to be addressed when mapping water 
issues. Held January 20, 2006, this 
event brought together more than 

50 participants, half from federal 
departments and half from non- 
governmental organizations and 
provincial governments. The work- 
shop aimed at improving partnerships 
toward complementary efforts in spa- 
tially referenced water information 
development, sharing, access, and 
decision-support tools. 


The intensity of the networking at the 
time of the workshop was the best 
illustration of the existing willingness 
to co-operate and join already existing 
efforts and partnerships in producing 
water-related maps and sharing water- 
related information. All participants 
agreed that a broader and organized 
community of practice on mapping 
water issues will be of great value in 
terms of saving resources, duplication 
of efforts, and producing better prod- 
ucts. A question was raised, however, 


regarding the need for a common 
vision of what to do and where to go. 
A community needs something to 
motivate the interest of its members 
and needs to build something together 
to be a community. 


The discussion on what is needed to 
build together as a community on 
mapping water issues included differ- 
ent potential outcomes; however, 

the common understanding about 
the path forward sought an interface 
where most people would be served. 
The interface would have an enabling 
culture and everybody would be able 
to contribute. This brought several 
issues to the fore: content standards, 
which have to evolve with the devel- 
opment of the community; structures 
to accommodate different streams — 
data, policy, knowledge; how to com- 
pel funding and how to link it to man- 
agement; broadening the reference to 
include coastal water, as well as the 
initial focus on inland water; the ques- 
tion of who will be interpreting the 
data, and more importantly, who will 
ensure that data are not misinter- 
preted. The nature of the discussion 
implied that the key is a well-defined 
scope to what the community wants 
to accomplish. 


All participants acknowledged the 
importance of identifying who will 
be using the information, and there- 
fore identifying users’ needs. The 
workshop reinforced the critical 
requirement to include users in the 
community of practice. 


In response to the emerging need for 
leadership coming from a group that 
can provide enabling capacity, RésEau, 
a federal government demonstration 
initiative with a focus on water infor- 
mation, volunteered to lead the 
broader community of practice on 
mapping water issues. A discussion 
paper is to be prepared to present a 
vision and mandate. 
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BOOK REVIEW 


Eau Canada 


The Future of 
Canadian Water 
Governance 


Karen Bakker (editor) 
UBC Press, Vancouver, 
Scheduled for release in Fall 2006 


Reviewed by 

Connie Delisle 

Policy Research Initiative 
Government of Canada 


Connie Delisle, 

Strategic Advisor, 

Policy Research Initiative, 
Government of Canada 


n Eau Canada: The Future of 

Canadian Water Governance, Karen 

Bakker and colleagues present a 
rich and compelling case for water 
as a mounting source of disquiet for 
Canadians. Public concern focuses on 
areas such as drinking water safety — 
highlighted by incidents such as the 
2000 disaster in Walkerton, Ontario, 
environmental degradation from 
large-scale aquaculture farming, and 
threats of pollution to recreational 
water bodies even in national and 
provincial parks. 


The recent case of contaminated 
drinking water on the Cree First 
Nation Kashechewan Reserve on the 
edge of James Bay has led to a flash 
point with many Canadian water 
experts feeling that water governance 
is in a crisis. Although the state of 
water governance affairs is character- 
ized in a recent report by Canada’s 
Senate as “shocking” and “unaccept- 
able,” this book offers hope by point- 
ing to opportunities for innovation 
and renewal of a better relationship 
with water. 


The intentional focus on water gover- 
nance and management is justified 

as the book wrestles with two funda- 
mental questions: What is the state 

of water governance in Canada? How 
can we manage our waters more 
wisely? The volume skillfully brings 
together the perspective from 28 of 
Canada’s top water experts who debate 
Canada’s most critical water issues and 
resolutions. The book’s objective is to 
promote an informed debate in all sec- 
tors of society about some of the most 
controversial and pressing water issues 
facing Canadians. This reality has lent 
impetus to the decision to pen the 
book in a way that is comprehensible 
to the general audience. The public at 
large, the academic community, water 
supply managers, environmental and 
water policy analysts, government 


officials, community groups, and 
politicians from across Canada will 
find this book a high-quality read. 


The range of contributors to this vol- 
ume is as diverse as the issues involved 
in water management debates. The 
first three sections of the book provide 
readers with an essential background 
on Canadian water uses, conveying 
arguments about weaknesses at the 
heart of Canadian water governance. 
Authors candidly explore and make 
controversial arguments over con- 
tentious issues, such as jurisdiction, 
transboundary waters, water exports, 
and water privatization. The final 
sections focus on ways to bridge the 
divide between knowing what to do 
and taking appropriate action to resolve 
long-standing issues. Some innovative 
solutions for sustainable water man- 
agement are also mapped out, includ- 
ing the potential to achieve national 
consensus on water policy, water con- 
servation, and pricing. Within this 
context, the implications of new legal 
frameworks on Aboriginal people’s 
water rights are sure to spawn debate. 


Ms. Bakker skillfully unites diverse 
tributaries of thought streaming from 
scientists, researchers, experts, consti- 
tutional lawyers, policy analysts, and 
others. The resulting product gives the 
interested but non-technical reader a 
straightforward tool for use in under- 
standing the insidious and complex 
problems plaguing water governance 
in Canada. The book also implicitly 
cries out for government, its direct 
partners, and Canadians at large to 
create a more strategic approach to 
addressing nationally significant fresh- 
water issues. Heeding the advice set 
out in this manuscript may help bring 
us closer to understanding what we 
need in a shared Canadian vision and 
an effective pan-Canadian policy 
framework for freshwater management 
in Canada. 
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EXECUTIVE BRIEF 


Engaging the 
Dragon 
Developing 
Sustainable 
Canada-China 
Relations 
through Policy 
Dialogue 


Jean-Pierre Voyer 
Executive Director 

Policy Research Initiative 
Government of Canada 
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hina has captured the atten- 

tion of the world with its phe- 

nomenal economic growth. 
When China plays host to the upcom- 
ing 2008 Summer Olympics in Beijing 
and the 2010 World’s Fair (Expo) in 
Shanghai, the dragon will continue 
to be in the spotlight on the global 
stage. With a large population base, 
competitive labour costs, and a bur- 
geoning middle class, businesses are 
eager to ride on the rising economy 
while international organizations as 
well as developed countries are eager 
to offer policy expertise to bring the 
dragon into the global community. 
This special issue of Horizons offers 
some insights on Canada-China 
relations in the context of social 
and economic policies. 


While the United Sates remains 
Canada’s largest trading partner, 

trade and investment between Canada 
and China has soared in recent years. 
China’s rise has drawn the attention 
of all sectors of the Canadian society, 
including academics, businesses, the 
media, and consumers. Hence, for 
Canada, the question is not simply 
whether but how to engage the 
dragon in a North American context. 
Yet, as Evans acknowledged in his 
feature article, ‘putting Chinese 
dumplings and American apple pie on 
the same Canadian menu is a daunt- 
ing task, intellectually and politically.’ 
A number of issues are identified by 
Evans, some of which are borne out 
by the research articles that follow. 


Being trading nations, trade and 
investment are no doubt vital compo- 
nents of Canada-China relations. In 
this issue, Ghosh and Wang dispell the 
notion that Canada is underperform- 
ing in its exports and foreign direct 
investment, while Woo and Zhang 
raised the concern that, when it comes 
to outward investment, Canada does 
not seem to be on the radar screen of 
Chinese companies. Drawing from its 
China mission last fall, the Canadian 
Council of Chief Executives high- 
lighted a number of opportunities 

and challenges for Canadian industrial 
sectors. Readers will find more discus- 
sions on sectoral impacts of China’s 
export to the United States in the 
paper by Sawchuk and Yerger. The 
authors show that China’s exports to 
the United States could have serious 
impacts on certain Canadian export 
sectors, and that provinces where 
these sectors are concentrated could 
be disproportionately affected. 


For nearly a decade, China has been 
one of the top source countries of 
international students to Canada. 
This trend will continue, only if 
Canada steps up its efforts in promot- 
ing its educational institutions as have 
other countries, such as Australia. 
While China continues to be a top 
source country of immigrants to 
Canada, increasingly many return 
home partly due to China’s drive 

to attract talent from overseas (as 
described by Zweig) and the barriers 
to integration in Canada. Reducing 
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barriers to integration is a must, as 
Ley maintains, in a world that is 
increasingly connected. 


Hence, Canada-China relations are as 
much about trade and development 
as about enhancing Canada’s internal 
capacity on the global stage. Accord- 
ing to Sydor and Boileau, Canada 
currently still has the ability to attract 
and retain research and development 
facilities. That said, the authors do 
caution that research and develop- 
ment capacities may move east as 
countries, such as China and India, 
strengthen their capabilities. 


This issue also features three papers 
by policy researchers from China, all 
of whom participated in policy and 
academic exchanges with Canada. 
Two of the participants in the Public 
Policy Options Project (sponsored by 
the Canadian International Develop- 
ment Agency), Yan and Zheng, high- 
light some of the labour market issues 
that China is experiencing. Yan’s paper 
outlines China’s labour market chal- 
lenges and ponders the application 
of Canada’s sector council approach 
in addressing them. Drawing on cur- 
rent and future labour supply and 
demand in Guangdong Province, 
one of the more prosperous regions 
in China, Zheng offers insights to the 
notion of migrant labour shortages 
in China. Ecological migration, the 
relocation of inhabitants from eco- 
nomically depressed and environ- 
mentally fragile areas to places with 
better economic prospects and 
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environmental outcomes, is another 
major policy initiative vital to China’s 
development. In his analysis of three 
such cases, Du posits that the preserva- 
tion of the cultural heritage of ethnic 
minorities should be taken into con- 
sideration in these processes. 


Finally, to succeed in China, Canadi- 
ans must think trans-Pacific. This may 
not be easy, as most policy analysts are 
accustomed to thinking in the context 
of North America or even Europe. 
Further, many Canadians have yet 

to recognize that Canada is part of 

the Asia-Pacific region. Mutual under- 
standing and dialogue are vital in cul- 
tivating sustainable relations between 
the two countries. It is in this context 
that we bring you this special issue of 
Horizons. Happy reading! 


Call for Papers 


Horizons will be accepting a 
limited number of unsolicited 
papers on horizontal policy 
research for upcoming issues. 


Original manuscripts should be 
of interest to a broad commu- 
nity of federal policy researchers 
and analysts, should be written 
for the non-specialist, and be no 
longer than 3000 words. Shorter 
submissions of 1000-1500 words 
are particularly encouraged. 
Submissions will be subjected 

to a rigorous peer-review process 
for quality and suitability. Due 
to page limitations, even excel- 
lent submissions may be 
declined. Authors are encour- 
aged to contact Horizons at 
<horizons@prs-srp.gc.ca> with 

a proposal prior to completing 
their manuscript. 


The deadline for submissions for 
the next issue is October 15. 
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OPENING FEATURE 


Interview with 
His Excellency 
Lu Shumin, 
Ambassador 
of the People’s 
Republic of 
China to 
Canada 


Jean Lock Kunz 
Associate Project Director 
Policy Research Initiative 

Government of Canada 


with notes from 

Stuart Sykes 

Senior Policy Research Officer 
Policy Research Initiative 
Government of Canada 
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n the occasion of the publi- 

cation of this special issue, 

Horizons spoke with the 
Ambassador of the People’s Republic 
of China to Canada, His Excellency 
Lu Shumin. Below are excerpts from 
the interview. 


Canada-China relations were ele- 
vated to a strategic partnership in 
2005. As a first step in moving this 
partnership forward, President Hu 
indicated during his visit to Canada 
last year that China is ready to work 
with Canada to tap potential co- 
operation in all fields. What do you 
see as some areas of collaboration in 
the immediate term? 


The strategic partnership was a very 
important outcome of the president’s 
visit. I believe the upgrading of our 
relations to that of a strategic partner- 
ship is of the greatest significance. 
China is one of the largest developing 
countries in the world while Canada 
is the most spacious developed coun- 
try, rich in natural resources, and 
technologically advanced, with a well- 
developed finance sector, and a high- 
quality skill base. 


There is potential here. We are sepa- 
rated by an ocean, but we can also 
see this as a strip of water. Mutual 
co-operation will lead to mutual 
growth and progress. We must 
continue to develop China-Canada 
economic co-operation in a manner 
that is win-win for both sides. 


Now that Canada has a new govern- 
ment it is ever more important to 
develop this relationship. To support 
the strategic partnership, one of the 
first tasks to be done is to continue 
to maintain very frequent contact 

at a high level between the two 


leaderships. I believe that most 
people would agree that nothing 

is a substitute for personal contact. 
There have been many visits from 
Canada to China and vice versa — it 
is very important to maintain this 
face-to-face contact. 


In terms of China’s development, not 
only do we want to develop fast but, 
at the same time, we wish to do so at 
a lower cost. We also care about the 
environment; this is important to 
people and cannot be forgotten. From 
this perspective, China’s development 
is now at a crucial point. We will have 
to find a way to fulfill these desires 
and foster world development. 


President Hu has pointed out on many 
occasions the five areas where we 
should pool our efforts in developing 
our strategic partnership. 


The first area is to expand mutual 
investment. We have a western devel- 
opment project. We are also seeking 
to revitalize the northeast region to 
support these efforts. In addition, 

we are focusing on building a new 
socialist countryside. These are oppor- 
tunities for Canadian businesses to 
put their advantages into useful play. 
At the same time, China is encourag- 
ing its businesses to go to Canada and 
invest. Chinese investments are now 
increasing at a rapid pace, amounting 
to $100 million in 2005. While still 
small in the global scheme of things, 
this investment is growing. 


Second, we wish to enhance co- 
operation on energy and resources. 
Canada has a number of valuable 
resources while China has a large, 
growing, and stable market for those 
resources. China is seeking a long-term 
and stable relationship. For this to 
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happen, a “system of co-operation” 
is needed. We can step up this 
co-operation and expand our efforts 
to explore clean and efficient sources 
of energy. 


Third, we can promote co-operation 
in service trade. China is encouraging 
its businesses to invest in the service 
trade, such as banking and telecom- 
munications. Additionally, China is 
opening its service industry more 
fully to the open market. To date, 
we are seeing very encouraging 
progress in the areas of telecommu- 
nications, investment, and research 
and development. 


Fourth, we hope to strengthen trade 
policy and improve the climate for 
future progress to be made on this 
issue. This will make it easier for goods 
and service investments to enter their 
respective markets. There is a need to 
sign an agreement as soon as possible 
to secure the floor of trade and invest- 
ment. This will contribute to improv- 
ing the climate for further progress on 
trade policy issues. 


Last, mutual promotion and continual 
development is an area where signifi- 
cant progress can be made. We need 
to step up personnel exchanges so we 
can learn from each other and support 
common development. This will also 
help facilitate face-to-face, high-level 
contacts that will permit progress in 
other areas. 


At the end of 2004, two-way trade 
between our countries reached $15 
billion. Last year it reached $19 billion, 
a 27 percent increase. During President 
Hu’s visit a target of $30 billion was set 
for 2010. At our present rate of trade 
growth, it may only take a few years 
to reach this level. 


With this growing trade, the Pacific 
Gateway is another development of 
very important significance as it marks 
out a plan for trade, investment, and 
transportation to Asia-Pacific coun- 
tries. This will support the growth of 
all countries, an outcome that, from 
China’s perspective, is very encourag- 
ing. Canadian businesses should look 
into how to make this initiative work. 
From the Chinese side, we are also 
exploring how to facilitate this effort. 


an understanding of Chinese culture 
and history, and what this means to 
China and its people. 


This understanding is important as it 
helps communicate that China’s rise is 
very different from that of the powers 
of the past. Rapid development does 
not mean we are a threat to other 
countries. China’s development is a 
peaceful development. We are opening 
up to the outside world, and we are 


China focuses on developing ties not only at the political level, but 


in the areas of culture, education, tourism, trade, and investment. 


How do you see your role in facili- 
tating/building such a partnership? 
What is the role of the Embassy? 


We oversee and nurture our day-to- 
day relations. We also play a key role 
in ensuring the high level visits, such 
as that by President Hu, are fruitful 
and smooth. Following these visits 
we ensure the implementation of the 
results. These duties occupy much 

of our time. 


However, we also want to promote 
mutual understanding and friendship 
between our two countries. To accom- 
plish this, we focus on developing 
ties not only at the political level, 

but in the areas of culture, education, 
tourism, trade, and investment. 


Improving Canadian’s understand- 
ing of China is a key objective of 

the Embassy’s activities. We want 
Canadians to better understand what 
China is doing, what Chinese people 
are doing, and where we are heading. 


I often go to conferences and speak in 
forums to explain Chinese policy and 
address concerns. I want to encourage 


doing so by choice. We believe that 
only through opening up can we have 
sustainable development. 


We believe that only peaceful develop- 
ment is sustainable. This is why we 
deepen and expand our relationships; 
we believe we must think of the needs 
of our partners. This is what we try to 
explain to Canadians. 


Canadians are fascinated by China’s 
rise, but many are still not familiar 
with China’s emphasis on “peaceful 
rise.” Can you elaborate more on 
this concept? 


To explain this concept properly, 

it is necessary to explain to people 
how China sees itself from a historical 
point of view. Previous powers all 
followed the same sort of path: 

they seized resources. Their growth 
was always at the expense of 

others through military means 

and territorial expansions. 


China’s development is not going 
to follow this pattern. We see China 
developing through co-operation. 
We stress common development, 
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so it is not just China that develops. 
For example, we have basically settled 
our border disputes. Some debates 
remain to be fully resolved, such as 
with India, but these outstanding 
issues are being addressed through 
peaceful means. 


We pursue a policy of a friendly neigh- 
bourhood. We want our neighbours to 
prosper. Countries of the Association 
for Southeast Asian Nations (ASEAN) 
used to have a very deep suspicion 

of us, but now they see China as a 
friend; they see China as a partner. 

As evidence of this new relationship, 
events surrounding the publication 

of an inflammatory story last year in 
the Ottawa Citizen serve as an excel- 
lent example. The article wrongly 
indicated China is a threat to its 
neighbours, but it was not necessary 
for the Chinese Embassy to respond. 
The High Commissioner of Malaysia 
did so, stating clearly that they do not 
see China as a threat. 


This action on Malaysia’s part is telling 
regarding the type of relationship 
China has with that country and 
others in our international neighbour- 
hood. We have realized that a stable 
neighbourhood is needed if China’s 
prosperity is to last. We apply this 
philosophy around the world in all 
our relations. We want partnerships 
based on mutual benefit, equality, and 
mutual respect. Two concepts under- 
pin China’s foreign policy: independ- 
ence and respect. This philosophy is 
not just rhetoric; it is there and can 

be seen in action. 


What do Chinese policy makers 
understand about Canada? 


Canada is a major western industrial 
country with a strong technological 
edge and substantial managerial 
expertise. In our eyes, Canada enjoys a 
long-standing relationship with China; 
Canada was one of the first countries 
to recognize the People’s Republic 


to China, more visitors from China 
to Canada, to see opportunities 
for partners. 


There is a tremendous and endless 
amount of work to be done, but 
we are confident. This issue of 
Horizons will contribute to this 
mutual understanding. 


Two concepts underpin China’s foreign policy: independence and 


respect. This philosophy is not just rhetoric; it is there and can 


be seen in action. 


of China (PRC), and ever since, our 
relations have developed in a manner 
that is smooth and steady. We view 
Canada as a friendly country. 


People understand this is the home- 
land of Norman Bethune. I was once 
told a story of a Canadian tourist who 
wore a pendent identifying himself as 
a Canadian from the same country as 
Bethune. He was treated very warmly 
wherever he went. 


We want to use this as a good base 
for future development. Economic 
trade between our two countries 
began in the 1970s. While initially 
very limited and largely restricted 

to wheat, it has now become “multi- 
layered” and “comprehensive” as it 
has expanded greatly in both the 
areas of trade and investment. 


Nevertheless, it is still not easy to 
travel between our two countries. 
It is getting better, but we need more 
contact — more visitors from Canada 


How could policy communities in 
the two countries work together? 


It is important for policy makers to 
have more frequent contact with 
each other to improve their ability 
to co-operate. 


Already, while not always pleasant, 
it is evident that a connection 
exists between our two countries. 
In addition to Norman Bethune, 
during World War II more than 500 
Canadians went to Hong Kong to 
defend it with their Chinese col- 
leagues. The Chinese community 
came to Canada to help with the 
railroad. Most recently, the current 
government formally apologized 
for the Head Tax. 


It is important that policy makers 
explore and discover, so they may 
understand our past, our present, 
and what we will do in our future. 
To forward this, we need more 


Poticy RESEARCH INITIATIVE 


HORIZONS VOLUME 9 NUMBER 2 


exchanges. Already there is an 
exchange between the Social Sciences 
and Humanities Research Council 
(SSHRC) of Canada and the Chinese 
Academy of Social Sciences (CASS). 
There are also exchanges with policy 
research sections in Foreign Affairs 
Canada. These policies are excellent 
for mutual development. More of 
these exchanges would permit policy 
makers to better understand one 
another and each others’ countries. 


In addition to CASS, there are other 
institutions that could have potential 
for dialogue, such as the Development 
Research Centre under the State Coun- 
cil, similar to the Policy Research 
Initiative. Partnership exchanges 
would foster an understanding of 
specific national conditions and 
encourage the incorporation of the 
interests and needs of other states 

and actors into policy. 


More exchanges are encouraged 
between parliamentarians, senators, 
and other senior political officials so 
they may see the context in which 
decisions are made, contributing to 
positive developments between our 
two countries. The Canada School of 
Public Service (CSPS) is working with 
the Organizational Department of the 
Communist Party of China to train 
very senior leaders, such as governors 
and mayors. This is an activity of 
very great importance and is worthy 
of emulation. 


I encourage you to read the transcript 
of the press conference by Premier 


Wen Jia-bao following the sessions of 
the National People’s Congress. At the 
conference, Premier Wen stressed the 
issues that China would address in 
relation to its own development, such 
as developing the countryside, open- 
ing up reform, as well as sustainable 
development in a scientific way, at 
lower cost and in an environmentally 
friendly manner. ! 


1 Highlights of China’s 11th 5-year plan 
are available in an article by Wang in 
this issue. 


BOOKMARK 


FEATURE ARTICLE 


Introducing 
Global China 


Paul Evans! 
Co-CEO 
Asia Pacific Foundation of Canada 
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tlases in Canadian homes 
invariably display a vast 
expanse of blue separating 
the land masses of Asia and North 
America. The two continents comfort- 
ably occupy different pages, usually 
in separate sections. 


We need a new kind of map. Global- 
ization has increased Canada’s con- 
nections around the world through 
multiple bands of diplomacy, com- 
merce, migration, culture, and com- 
munication. That new map will 
shrink oceans, especially the Pacific, 
and show that human interactions 
are expanding in remarkable ways. 


Responding voraciously to global 
opportunities, China has been trans- 
formed from being a place “out there” 
across the blue sea to a daily reality 
for Canadians. In part, this reflects 
the large number of immigrants 
from greater China over the past two 
decades and more Chinese tourists in 
the past three years. But even more 
tellingly, trips to the shopping centre 
reveal how China’s manufacturers 
have reduced the price of consumer 
goods. At the gas station, China’s 
racing economy is pushing up 
demand for energy and natural 
resources. At the bank, mortgage 

and interest rates are tied to China’s 
purchase of US securities. 


Global China 


The idea of “global China” under- 
scores China’s new gravity and signals 
that it has grabbed the world’s atten- 
tion by opening its door to the forces 
of globalization and connecting to 
supply chains, production networks, 
and foreign investment with both 
regional and global reach. The 
product and beneficiary of a period 


of intensive globalization, it serves 

as a model that other developing 
economies are scrambling to replicate 
or follow. If Japan once led a forma- 
tion of flying geese in Eastern Asia, 
China is provoking a buffalo charge 
that extends across Asia and into 
emerging markets around the world. 


China has become part of the global 
economy at the same time that it is 
changing it. In the course of a gener- 
ation, it has emerged as the shop 
floor of the world by crafting a pro- 
duction system that fuses high-end 
technology with low-wage, labour- 
intensive activity, cut-throat domestic 
competition, a reliable, docile, and 
capable industrial work force, utiliza- 
tion of huge sums of foreign invest- 
ment and technology, and the new 
appetites of a billion domestic con- 
sumers. The historical parallel that 
best captures the scale and implica- 
tions of this economic transformation 
is the emergence of American indus- 
trial capacity a century ago. 


The factoids are arresting. China 

has achieved average annual growth 
rates of more than nine percent over 
25 years. Currently, it is Canada’s sec- 
ond largest trading partner. It is poised 
to overtake Mexico to be the United 
States’ second largest trading partner, 
and may well surpass Canada as 

the largest by the end of this decade. 
China generates 13 percent of world 
economic output in purchasing parity 
terms, second only to the United 
States; is the world’s largest consumer 
of commodities including steel, cop- 
per, coal, and cement, and is the sec- 
ond biggest consumer of oil after the 
United States. It is also the world’s 
third largest trading country, account- 
ing for six percent of the world’s total, 
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received in excess of $60 billion in for- 
eign direct investment (FDI) in 2005 
and its total accumulated inward FDI 
in the past 20 years is about $610 bil- 
lion. China holds more than US$750 
billion in foreign currency reserves 
and some $224 billion in US Trea- 
suries, making it the second largest 
creditor to the United States. 


China is the leading producer of 
household electronics, toys, clothing, 
and textiles, and is quickly becoming a 
key producer of component parts and 
intermediate goods that are essential 
to increasingly refined supply chains 
in which research and development, 
software development, physical pro- 
duction, and after-sales service are 
geographically dispersed but precisely 
integrated. And it is quickly moving 
into higher-end assembly and export 
including trucks, aircraft, ships, 
telecommunication equipment, 

and machinery. 


Paralleling its economic capacity, 
China has become more self- 
confident, more sophisticated, more 
assertive, and frequently more con- 
structive in international institutions, 
including the UN and the World 
Trade Organization that deal with 
issues ranging from economics and 
trade policy to non-proliferation, 
chemical and biological weapons, 
missile technology control, export 
control, arms control and disarma- 
ment issues, pandemics, terrorism, 
and trans-national crime. Regionally, 
Beijing in the last decade has moved 
quickly from a defensive presence 

to active participation and now 
leadership in groups including the 
Asia-Pacific Economic Cooperation, 
the Association of Southeast Asian 
Nations (ASEAN) Regional Forum, 


the ASEAN + 3, and the East Asia 
Summit processes. It has created the 
Shanghai Cooperation Organization 
and is hosting the Six Party Talks 
focusing on the North Korean nuclear 
issue. With this has come a reputation 
for “soft power” that at once reassures 
its neighbours and increases its long- 
term influence. 


Chinese economy was more of a 
threat than an opportunity. 


Corporate Canada is coming to 
understand that the challenge 

posed by China is much deeper 

than short-term trade and investment 
matters. Canadian manufacturers are 
caught in the pincers of competing 
with the dread “China price” at the 


The idea of “global China” underscores China’s new gravity and 
signals that it has grabbed the world’s attention by opening its 


door to the forces of globalization... 


Decisions made by China’s govern- 
ment — and by its consumers — have 
enormous impact beyond its borders, 
including in Canada. 


Canadian Reactions 


In Canada, as elsewhere, these new 
realities have excited various emotions 
including admiration and awe, anxiety 
and fear. An Ipsos-Reid poll in April 
2005 found that about 60 percent 

of Canadians do not see China’s 
emergence as a threat to world 

peace even though about 40 percent 
believe China “will soon dominate 
the world.” Forty-five percent of 
Canadians indicated they were con- 
cerned about the level of Chinese 
investment in Canada, 51 percent said 
that China is a serious threat to jobs 
in Canada, yet 61 percent see China’s 
economic development as an oppor- 
tunity, and 68 percent see expanding 
trade relations with China as a good 
idea, because it helps reduce trade 
dependence on the United States 
(Ipsos-Reid, 2005). A poll by the 

Asia Pacific Foundation of Canada 

in May 2004 revealed that only 

24 percent of respondents felt the 


same time the cost of their inputs are 
rising, because of Chinese demand. 
Canada is losing manufacturing jobs. 
To survive, manufacturers need to 
compete with Chinese producers at 
the same time that they co-operate 
with them in benefiting from supply 
chain innovation. 


Businesses have been scrambling to 
devise strategies to take advantage of 
opportunities afforded by global China 
or to protect themselves against the 
competitive pressures it brings to bear. 
The Canadian media are abuzz with 
China-related stories. The CBC opens a 
bureau in Shanghai. Canadian educa- 
tional institutions scramble to recruit 
more Chinese students (there are now 
estimated to be 55,000 in the country) 
and create new kinds of programs to 
connect Canadian and Chinese uni- 
versities (Holroyd, 2006). Provincial 
and municipal leaders travel to China 
in unprecedented numbers. 


Policy Responses 


The previous federal government went 
some distance down the path in for- 
mulating a comprehensive Canadian 
strategy for dealing with a global 


HORIZONS VoLuME 9 NUMBER 2 


PoLicy RESEARCH INITIATIVE 


11 


China. Diagnostically, its international 
policy statement noted that China is 
“poised to become the most important 
national economy in the 21st century” 
and “is at the heart of regional and 
global supply chains that are vital to 
the Canadian and world economy” 
(Canada, 2005). 


willingness to open Canadian energy 
markets to Chinese investment on a 
commercial basis. 


The previous federal government also 
opened free trade negotiations with 
Korea as part of the same approach 
for fostering deeper economic connec- 


Putting Chinese dumplings and American apple pie on 


the same Canadian menu is a daunting task, intellectually 


and politically. 


Diplomatically, it pursued the same 
path as its predecessors in building 
relationships via high-level visits and 
contacts. It expanded the size of the 
Canadian Embassy in Beijing and 
opened new offices in several Chinese 
cities. It established intergovernmental 
strategic working groups with Chinese 
counterparts on topics including 
energy, multilateralism, and foreign 
investment. Bilateral negotiations 
continue on approved destination 
status for Chinese tourists wishing to 
visit Canada and expanded air links. 


The strategic partnership with China 
announced unexpectedly during the 
visit of Chinese President Hu Jintao 
in September 2005 raised official rela- 
tions a notch. The specifics included 
seven new agreements to deepen co- 
operation in the areas of transporta- 
tion, food safety, health sciences, 

and nuclear energy, and a joint 
declaration on science and technol- 
ogy that includes a program of col- 
laborative research on climate change 
and sustainable energy. Ottawa sig- 
nalled an interest in a deeper com- 
mercial relationship as well as a 


tions with Asia. This reflected a calcu- 
lation that the competitive challenge 
posed by Korea, and in broader terms 
by China, would not be handled 
through raising protectionist barriers, 
but through restructuring domestic 
industries to integrate more closely 
with Asia. The same outlook under- 
pinned Canadian resolve to move 
toward a comprehensive economic 
framework with Japan. And it was 
reflected in the plans for a Pacific 
gateway strategy to expand Canada’s 
transportation facilities and innova- 
tive capacity to connect to dynamic 
markets in Asia. 


These activities amounted to a new 
chapter in expanding Canadian bilat- 
eral connections with China and 
across the Pacific. But they were not 
fully integrated with priorities and 
activities within continental North 
America and especially Canada’s rela- 
tions with the United States. Putting 
Chinese dumplings and American 
apple pie on the same Canadian 
menu is a daunting task, intellectually 
and politically. 


China is not an alternative to the 
American market. Nor are Canadian 


and Chinese values likely to converge 
in any significant way. For reasons of 
history and values, there are limits 

to Sino-Canadian co-operation as is 
made clear by simply invoking words 
like human rights, Falun Gong, 
Tiananmen, Tibet, or Taiwan. 


But, it is equally illusory to think that 
our commercial and political relations 
within North America and what has 
been called “the Anglo-sphere” will 
be unaffected by our interactions with 
a global China. The American market 
and cross-border transfers are our geo- 
graphic destiny. Yet the way goods 
and services are produced, their con- 
nection to global supply chains, and 
their value to Canadians increasingly 
will be influenced by China and Asia. 


Putting China and North America 

on the same page in Canadian think- 
ing will need work in three areas. 

The first is the competitive challenge 
raised by Chinese export capacity. 
North American integration can either 
be conceived as a platform for increas- 
ing productivity and competitiveness 
or, alternatively, as an instrument for 
insulating or protecting the continent 
from Asian competition. The North 
American Free Trade Agreement will 
have to be made stronger or will 
become irrelevant in the surge of 
trans-Pacific trade and investment 
that includes Canada, Mexico, and 
the United States expanding their 
bilateral free trade agreements with 
Asian countries. 


The challenge is how to structure 
production such that the higher-value 
added aspects remain within North 
America and the connection to China 
is part of a platform for production for 
end markets in North America, Asia, 
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and around the world. The implica- 
tions of these new realities hit hardest 
in the automotive sector where parts 
manufacturers are already shifting pro- 
duction to China even as assemblers 
tend to favour various forms of protec- 
tion. The competitive pressures repeat 
in virtually every manufacturing sector 
including textiles, furniture, and 
machinery, and even in agricultural 
products including apples. Conversely, 
the Chinese demand for energy and 
natural resources including minerals, 
and timber, is opening enormous 
export markets and increasing prices 
for Canadian producers. 


The second is in the energy sector 
where aspirations to an integrated 
North American energy market collide 
with increasing Chinese and Asian 
demand for oil. The promise extended 
to China as part of the strategic part- 
nership bargain collides with views in 
some quarters in the United States that 
Canadian energy is a strategic North 
American asset and part of an intra- 
North American integration scheme. 


The third is in transportation infra- 
structure, and port and border security. 
As the volume of trans-Pacific flows 

of goods, services, and people (legal 
and illegal) increases, pressures will 
rise on facilities and resources that 
connect Canada and the United States. 
The infrastructure investments in the 
Pacific Gateway aim to open a wider 
door for flows between Canada and 
China, and between China and the 
United States. Whether Canada and 
the United States maintain separate 
facilities, move to closer integration 

of inspection services, or eventually 
move to a common security perimeter, 
there will be substantially more 
pressure to harmonize rules and 


procedures in areas including visas, 
refugee claims, and container security. 


Issues for the Federal 
Government 


The new federal government has 
not yet enunciated a comprehensive 
foreign policy or a specific approach 
to Asia in general or China in particu- 
lar. Foreign policy was scarcely men- 
tioned in the election campaign and 
is not part of the Government’s five 
priorities. However, six months into 
the Government’s mandate there 
are some straws in the wind that 
suggest aspects of continuity with 
the previous government’s approach 
to China as well as the possibility of 
some radical departures. 


The lines of continuity include main- 
taining a financial and legislative 
commitment to the Pacific gateway 
concept, albeit with a narrower focus 
on transportation infrastructure; 
resisting protectionist measures 
against Chinese exports in areas 
including bicycles and barbecues 
and pursuing bilateral free trade 
agreements with Asian countries; 
framing North American integration 
as a means of competing in global 
supply chains rather than a way of 
resisting them; and keeping the door 
open to large-scale immigration 
including from China. 


There are at least four areas where 

a significantly different approach 
may well be developing. First, Prime 
Minister Harper has not yet built the 
personal relationships with Chinese 
leaders that have been a distinctive 
feature of the approach of successive 
prime ministers since diplomatic rela- 
tions were established in 1970. The 
tone of the relationship is changing 


and there is diminished support for 
the concept of a strategic partnership 
with China. Instead, the democracies 
of Asia, especially Japan and India, 
may well receive more diplomatic 
and prime ministerial attention, a 
significant re-ordering of priorities. 


Second, there may be less enthusiasm 
for promoting Chinese investment 

in Canada, especially in the energy 
sector. China’s accumulated FDI in 
Canada amounted to $220 million 

in 2004 with an inflow in 2005 of an 
additional $130 million. This is less 
than 0.15 percent of total FDI stock 
in Canada. The total Chinese invest- 
ment in Canada was less than three 
percent of China’s total outward flow. 
The current levels are low, but have 
the potential to rise quickly and dra- 
matically if encouraged. It is not clear 
if this is likely to happen. 


Third, new primacy is being attached 
to traditional alliances and partners, 
with the themes of democratic com- 
monalities and democracy promotion 
receiving more attention. This is a 
conscious shift beyond support for 
human rights and good governance. 
Conservative backbenchers and par- 
liamentary staffers already echo voices 
in the United States calling for more 
robust instruments to promote democ- 
racy globally and in China in par- 
ticular. A parallel idea in some US 
think-tanks is deeper co-operation 
among Pacific democracies, possibly 
including the creation of some kind 
of alliance of the democracies or an 
Asian equivalent of NATO. China is 
unlikely to be a member and in some 
formulations is the target. 


Fourth, there are voices supporting a 
recalibration of the content and tone 
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of Canada’s political relations with 
Taiwan. The Government has already 
adopted a new position on Taiwan’s 
participation in the World Health 
Organization. In some quarters there 
is agitation for putting Taiwan and 
China on more equal footing in 
Canadian policy and adjusting our 
One China policy. 


These inclinations and measures have 
not yet been codified in a new policy 
framework or statement. And they 
may well be modified in the months 
to come. But they do seem to reflect 

a vanguard calculation that, first, 
strong economic relations with China 
can be insulated from a cooler political 
relationship and, second, that rather 
than keeping one eye on China and 

a second on relations with the United 
States, the new approach will be to see 
China through the lens of our primary 
relationship with the United States. 


Another possibility is that the new 
federal government will embrace an 
Australian-style approach that includes 
strong support for the United States 
simultaneous with an independent 
and vigorous political and economic 
involvement in Asia and especially 
China. The choice of approach, and 
priorities, hangs in the balance. 


The emergence of a dynamic Asia is 
already having an impact on the polit- 
ical economy of Canada. The recent 
prosperity seen in higher growth rates 
in Western Canada is in part driven 


| 


by Asian imports of natural resources 
and the increase in commodity prices 
fuelled by Asian demand. British 
Columbia and Alberta are trading 
almost as many goods with Asia by 
value as the rest of the country com- 
bined. The trans-Pacific container flow 
that means jobs and opportunities in 
Western Canada is part of the same 
process that, at least in the short term, 
means the loss of jobs in Central 
Canada. Certainly, the wrenching 
costs of adjustment are greater in the 
manufacturing heartland of Ontario 
and Quebec. 


A legion of Sino-skeptics feel that 
China will be unable to sustain its rate 
of growth and that it faces a myriad of 
domestic and external problems that 
will slow or reverse its global rise. They 
may well be right. But it would be very 
difficult to base Canada’s domestic and 
foreign policies on the prediction that 
China’s influence will decrease. Any 
government in Ottawa will face the 
reality that China is far more impor- 
tant than simply being a trade partner 
and that the road to solving virtually 
every global issue from climate change 
through to human security and the 
future of the Doha round runs 
through Beijing. 


1 Reprinted in abridged and modified form 
from Evans (2006). Paul Evans is Co-CEO 
of the Asia Pacific Foundation of Canada 
on secondment from the University of 
British Columbia. The views expressed 
are his own. 
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Editor’s Note 


This article is a summary of the 
Canadian International Development 
Agency-sponsored project report, Policy 
Framework for Promoting the Sectoral 
Council Approach of Employment Policy in 
China. The project explored and 
assessed employment policy priorities 
in China in an era of reform and 
globalization, and considered the 
adoption of a sector council approach 
in this context, drawing on Canadian 
experience and expertise. 
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China’s Labour Market, 
Employment Policy, and 
Emerging Challenges in 
the Era of Reform and 
Globalization 


Reform and Globalization 


hina is the largest developing 

country in the world and the 

largest economy in transition 
from central planning to a market 
economy. Since the late 1970s, the 
Chinese government has adopted a 
series of reform measures in two major 
areas: internally, the transformation 
from a planned economy to a market 
economy and, externally, from a 
closed economy to an open economy. 


Undeniably, great achievements have 
been made over the last two decades, 
judged by key economic and social 
indicators. Official statistics show, for 
example, that China’s gross domestic 
product (GDP) grew annually by nine 
percent on average between 1979 and 
2004. The growth rate is estimated to 
have reached 10 percent in 2005. The 
market mechanism plays an increas- 
ingly decisive role in allocating 
resources, capital, and labour. 


At the end of 2001, China regained its 
full membership in the World Trade 
Organization (WTO) after 13 years 

of arduous negotiations. Being the 
third largest trader in the world since 
2004, China’s economy is now closely 
integrated with the world economy. 
In 2005, China’s foreign trade is 
expected to have hit a record 
US$1,400 billion, with a surplus 

of US$90 billion.! In 2004, China 
attracted a total of US$61 billion for- 
eign direct investment — number one 


in developing countries and third in 
the world following the United States 
and United Kingdom.? 


Labour Force 


China is the most populous country 
in the world, with a population of 

1.3 billion. At the end of 2004, China’s 
total labour force stood at 752 million. 
This huge force is considered a heavy 
burden to the economy as well as a 
competitive resource, depending on 
how it can be used effectively and effi- 
ciently. According to a 2003 estimate, 
China’s total labour participation rate 
stood at 76.2 percent. Of the total 
labour force, 46.9 percent worked 

in primary industry. The secondary 
and tertiary industries accounted for 
22.5 and 30.6 percent of the labour 
force respectively. Compared with 
other developing countries, the pro- 
portion in the tertiary industry is 
considered relatively small. 


Labour Market and Employment 
Policies 


In the old system of central planning, 
labour was not considered a resource, 
and employment was subject to gov- 
ernment plans. Every able-bodied 
person, at least in urban areas, could 
be assigned a job and hold it for life 
until retirement. The assigned job 

has two marked features: fixed wage/ 
salary and little mobility. The idea of 
central planning was abandoned by 
the Chinese government when it 
adopted a series of market-oriented 
reform measures in the late 1970s. 
The reform of the employment system 
and the creation of a labour market 
are thought to be part of the efforts 

to establish a complete market system 
in China. In the market system, 
labour, like other productive elements, 
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such as land and capital, is allocated 
through market mechanisms, instead 
of government plans, for better eco- 
nomic gains. Nevertheless, there is a 
price to pay in equity, since people 
might lose their jobs or income due 
to market selection. The government’s 
current employment policy stresses 
three principles: individuals choose 
jobs by their free will, the market 
allocates labour as a resource for better 
results, and the government promotes 
employment through sound policy 
making and quality services. Four 
major measures have been adopted 

to facilitate the labour market reform: 
the introduction of a labour contract 
system, the reform of social insurance 
programs, the reform of the household 
registration system, and the promo- 
tion of employment services and job 
training programs. 


Emerging Challenges 


One unwanted side effect of the 
reform is the emergence of massive 
unemployment, particularly in urban 
areas. Although the official urban 
unemployment rate looks rather low 
at around four percent, the number 
of people affected is very large, up to 
40 million according to some esti- 
mates. Most of them were laid off 
from unprofitable state-owned enter- 
prises (SOEs). The problem is particu- 
larly serious in the old industrial bases 
like northeast China and in the so- 
called sunset sectors like mining, tex- 
tiles, and machine building. Older 
workers, those with poor education 

or low skill qualifications, and women 
are more likely to be laid off work. In 
addition to city dwellers who lost their 
jobs, there are as many as 100 million 
labour migrants from rural areas com- 
peting for jobs. 


The impact of China’s WTO entry 
on the labour market is mixed. As 
for opportunities, the WTO entry will 
facilitate China’s integration with the 
world economy, which provides a 
gateway for the Chinese economy to 
maintain fast and steady growth over 
a long period. The WTO entry will 
facilitate the process of establishing a 
functioning market system in China, 


Boosting Vocational Education and 
Skill Training as a Key Government 
Response 


Massive unemployment is considered 
a threat to economic growth and 
social stability. To build a harmonious 
society, the Chinese government gives 
top priority in its 11th five-year plan 
(2006-2010) to job generation and 


China is the largest developing country in the world and the largest 


economy in transition from central planning to a market economy. 


including the labour market. For the 
long run, faster economic growth will 
certainly boost employment. If the 
GDP grows by three percent annually, 
as many as 12 million new jobs will 
be created. As for challenges, many 
inefficient and obsolete Chinese firms 
might be out-performed by foreign 
competition, leading to massive job 
cuts in the short run, up to 20 million 
according to some estimates. Also, the 
current level of qualification and skills 
of the work force cannot meet the 
rising requirements of globalization 
and modernization. 


To achieve better economic returns, 
China obviously needs a large quali- 
fied labour force. Current statistics 
show that the overall level of educa- 
tion and qualification of the work 
force is still low. For example, the aver- 
age urban worker had 12.2 years of 
education; rural workers had 7.7 years 
of schooling in 2002. A 2004 survey 
by the labour ministry found that in 
40 cities less than four percent of the 
urban work force fell into the skills 
category of technician and senior tech- 
nician, compared with the industry’s 
need of at least 14 percent. 


employment development. Labour 
departments at various levels have 
adopted many measures to promote 
employment, including the introduc- 
tion of various employment services 
and training programs. At the second 
national meeting on re-employment 
in Beijing in 2002, four major 
policies were announced to boost re- 
employment. As a follow-up activity, 
a national meeting was held later that 
year to promote vocational education 
and skill training. 


Recent evidence shows that many 
programs have produced satisfactory 
results. For example, a special “train- 
ing 10 million in three years” project 
was introduced between 1998 and 
2000. As many as 13 million unem- 
ployed workers benefited from the 
project by taking various skills training 
courses, and 60 percent found a job 
within six months after completion. 
The second round of the project 
started in 2001. At the same time, a 
business start-up project with special 
emphasis on entrepreneurial skills was 
introduced in 30 large cities. People 
who finish the course successfully are 
entitled to a micro-credit program, 
designed to help catalyze and support 
business start-ups. 
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Canadian Experience in 
the Sector Council Approach 
of Employment Policy 


The Relevance of Canadian Experience 
to China 


Being one of the most industrialized 
countries in the world, Canada has a 
labour market that differs substantially 
from that of China, in terms of size, 
structure, maturity, and external envi- 
ronment. Canada’s economic and 
labour market transition in the 
context of the North American Free 
Trade Agreement (NAFTA) provides 
parallels to China’s entry into the 
WTO in the way governments and 
industries have responded. The scope 
of Canada’s skills and learning and 
innovation agendas, and the more 
recent Workplace Skills Strategy, reflect 
the ongoing need for development 
and adaptation to this more competi- 
tive, globalized economic environ- 
ment. Building and sustaining a 
competitive advantage in the face 

of the rapidly evolving, knowledge- 
intensive economy requires a foun- 
dation of skilled human resources, 
technological innovation, and a cul- 
ture of continual learning. The key 
policy challenges in Canada in this 
context are the same as those of con- 
cern in China. An important initiative 
developed by Human Resources 
Development Canada (HRDC) to 
address these issues has been the 
sectoral partnerships approach. 


The Sector Council Approach 


In Canada, it is widely understood 
that labour markets must function 
with increasing effectiveness in 
response to the new economic envi- 
ronment. No single player in the 
labour market or economy is capable 


of creating conditions and an envi- 
ronment that promotes and sustains 
opportunities for human capital 
development. This challenge can only 
be achieved through a co-operative 
effort — a strategic alliance of all the 
players — individuals, employers, cor- 
porate leaders, labour, government, 
and educators. In the early 1990s, 

the Government of Canada initiated 
the sector council approach to provide 
focus and an institutional means by 
which industry can achieve a range 
of skills development goals in an 
evolving labour market environment. 
Three components define the sector 
council approach: 


¢ Companies, managers and workers 
providing common products, 
services, or technologies come 
together on a voluntary basis to 
explore common concerns related 
to human resource development, 
and to identify possible solutions 
through diagnostic sector studies. 


e A strategic management framework 
identifies the current and future 
requirements for human resource 
development and provides recom- 
mendations for collective action 
that will enable the sector to 
become more globally competitive. 


e Stakeholders may choose to estab- 
lish a permanent structure (a sector 
council) to address these human 
resource issues on a sustained basis, 
continually responsive to changing 
economic and labour market cir- 
cumstances. 


Human Resources and Social Develop- 
ment Canada (HRSDC) facilitates and 
supports the bringing together of 
industry partners — business, workers, 
and learning institutions — to examine 
collectively and then act on human 


resource issues and skills challenges 
facing particular sectors. Partners 

first conduct diagnostic studies that 
identify shared human resources 

and skills development issues in 

a sector. Sector councils are then 
established, governed by represen- 
tative boards of industry stakeholders 
that provide firms with the institu- 
tional capacity to address the issues 
identified in a collective and collabo- 
rative manner. Sector councils focus 
the attention and commitment of 
employers, workers, educators, and 
governments on human-resource 
issues Of common concern and enable 
sector partners to pool resources in 
developing and implementing solu- 
tions to address them. 


Industrial Associations and 
Work-Force Development 
in China 

Industrial Associations in China 


Currently, the concept of the sector 
council as known in Canada is yet 

to be introduced into China. The 
most comparable organizations we 
can find now are the industrial coun- 
cils and associations. During the 
central planning era when all enter- 
prises were government controlled, 
industrial associations were almost 
non-existent. Since the early 1980s, 
however, industrial associations have 
mushroomed as a result of market- 
oriented reform. In China, industrial 
associations usually fall into two cate- 
gories: associations directly sponsored 
by the government and associations 
independently organized by the indus- 
try under government guidance. Many 
industrial associations in the first cate- 
gory are actually former ministries 
downgraded in the late 1990s as part 
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of the government’s decentralization 
and streamlining efforts. Industrial 
associations in the second category 
are non-profit institutions organized 
voluntarily by economic entities in 
a specific sector/trade. According to 
2002 statistics, as many as 39,149 
national and local associations had 
registered officially. Industrial asso- 
ciations now play an increasingly 
important role in boosting economic 
development in China. 


Work-Force Development in China 


The Chinese government always 
attaches importance to work-force 
development as an effective way to 
raise the productivity and competitive- 
ness of China’s labour force to meet 
the challenge of globalization and the 
knowledge-based economy. As a major 
policy, a law on vocational education 
was approved by the National Con- 
gress and went into effect in 1996. 

In 1999, a labour preparatory system 
was introduced by the State Council 
requiring that all young people take 
proper vocational education or skills 
training courses before entering the 
labour force. In China, vocational 
education and skills training are 
administered by different government 
departments at both national and 
local levels, although the two areas are 
closely interrelated. Vocational educa- 
tion is considered part of the formal 
education system and administered 
by the Ministry of Education. It refers 
primarily to formal and long-term 
(one to three years) specialized educa- 
tion targeting young people yet to 
enter the labour force. Administered 
by the Ministry of Labour (renamed 
as the Ministry of Labour and Social 
Security in 2002), skills training does 


not belong to the formal (one year) 
specialized training courses targeting 
employed or unemployed people. 
The Ministry of Labour is also respon- 
sible for developing China’s occupa- 
tional classification system and 

the corresponding occupational 
standards. Based on these standards, 
the Ministry provides, through its 
agencies at various levels, skill testing 
and certification services. 


Recommendations for 
Promoting the Sector Council 
Approach of Employment 
Policy in China 


In China, a sound employment policy 
should be effective in tackling the 
massive unemployment and layoffs 

in the short term, but also in fostering 
a work force competitive enough to 
face the challenge of globalization and 
the knowledge-based economy in the 
long run. Canada’s experience with 
sector councils is valuable for China 
in formulating its own strategy of 
industrial association development 

as part of employment policy in the 
future. The following recommenda- 
tions are put forward in this regard. 


Formulate and Implement Work-Force 
Development Law 


Currently, China has a law regulating 
vocational education in the formal 
education system. It is not sufficient 
to cover the full range of work-force 
development issues. Therefore, the 
National People’s Congress needs to 
speed up drafting a special law on 
work-force development and skill 
training, as a complement or an 
amendment to the existing vocational 
education law. With this law, the 
position and role of work-force 


development in China’s economic 
development should be stipulated, 
and a promotion policy set up. 


Enhance Co-ordination and 
Co-operation in Work-Force 
Development at the Ministerial Level 


In China, work-force development 

is administered by both the Ministry 
of Education and the Ministry of 
Labour. To introduce the sector coun- 
cil approach, the Ministry of Civil 
Affairs oversees the registration and 
operation of industrial associations. It 
is suggested that an inter-ministerial 
task force or working group be set up 
under the State Council to co-ordinate 
all work-force development efforts 
between key stakeholders. Close co- 
operation is required between the 
Department of Vocational and Adult 
Education of the Ministry of Educa- 
tion and the Department of Employ- 
ment and Training of the Ministry 

of Labour in areas like policy making, 
strategic planning, curriculum devel- 
opment, standardization and certifica- 
tion, monitoring, and supervision. 


Prioritize Work-Force Development in 
Employment Policy 


In recent years, the government’s 
employment policy has focused 

on measures to solve massive unem- 
ployment triggered by state-owned 
enterprise reform. Skill training is 
considered in most cases just an 
instrument to help laid-off workers 
get re-employed. Employment policy 
should be more strategic and respon- 
sive, ensuring that industry can antici- 
pate and prepare for the skill needs of 
workers and employers, upgrading the 
work force to raise China’s productiv- 
ity and competitiveness on the world 
market. Therefore, work-force skills 
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development should be given more 
importance in employment policy. 
Continuous education and training 
should target the unemployed as 
well as the employed, the would-be 
employed, and the self-employed. 


Raise the Awareness of Work-Force 
Development in the Industry 


The Chinese government is very 
much concerned about the continu- 
ous upgrading of the work force in 
terms of professional and skills qualifi- 
cations. However, government con- 
cern has not always been matched by 
a positive or active response from 
industry. There might be two reasons 
for industry not attaching sufficient 
importance to work-force develop- 
ment. First, one of the fastest growing 
sectors in China is the export-oriented 
manufacturing industry, as we often 
hear that China is going to become 
the workshop of the world. Unlike 
Canada, which relies on high-tech 
products for export (in addition to 
raw materials), China mostly exports 
mass-produced, down-market, low- 
tech, and labour-intensive products 
that do not need advanced technology 
and well-developed skills. As long as 
products still find a market, domes- 
tically or internationally, Chinese 
managers do not feel an urgent 

need to upgrade their products and, 
hence, their work force. Second, 
unlike Canada where labour shortages 
often occur, China faces a persistent 
oversupply of labour. It seems that 
managers can always find somebody 
in the labour market with the required 
professional or skill qualifications. 
Therefore, it becomes a personal 
responsibility for employees or job 
seekers to raise their own professional 


or skill level through training, to find 
or hold a job. It is, in many respects, 
a buyers market. Industry does not 
have to pay too much attention to 
and invest in training the work force. 


To promote work-force skills develop- 
ment in general and the sector council 
approach in particular, it is suggested 
that special efforts be made, under 


qualification and skill level of the work 
force can be a decisive factor in taking 
an upper hand in market competition. 
As a result, training and capacity have 
not always been given top priority. 
More often, association workers are 
preoccupied by urgent issues, such as 
helping member companies get access 
to bank loans, exploring new markets, 
solving disputes with consumers, clari- 


No single player in the labour market or economy is capable 


of creating conditions and an environment that promotes and 


sustains opportunities for human capital development. This 
challenge can only be achieved through a co-operative effort — 


a strategic alliance of all the players — individuals, employers, 


corporate leaders, labour, government, and educators. 


the leadership of the proposed State 
Council task force on work-force 
development, to raise the awareness of 
work-force development in the indus- 
try according to the following steps: 


¢ anational advocacy and communi- 
cation plan; 


e national and international confer- 
ences, seminars, and workshops; 


¢ books, special reports, advocacy 
pamphlets, and posters; and 


e advocacy via mass media and the 
Internet. 


Strengthen the Role of Industrial 
Associations in Work-Force 
Development 


In China, many industrial associations 
have functions similar to the sector 
councils in Canada, such as training 
and capacity building of the work 
force. However, they are yet to have a 
more complete understanding that the 


fying misunderstandings with law 
enforcement, settling lawsuits with 
foreign partners or competitors, and so 
on. Based on the Canadian experience 
with sector councils, it is recom- 
mended that the role of industrial 
associations in work-force develop- 
ment be strengthened. 


Consolidate the Industrial 
Association's Responsibility 
in Work-Force Development 


Industry is urged to come to a consen- 
sus that work-force development is 
important in raising productivity and 
competitiveness. To translate consen- 
sus into action, industrial associations 
should take more responsibility for 
work-force development promotion 
and make it a major focus. Under the 
supervision of industry representatives, 
industrial associations are responsible 
for formulating strategies and plans, 
developing occupational standards, 
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providing training courses in asso- 
ciation with other education and 
training institutions, organizing 
examinations and skill testing, and 
issuing certificates. 


Strengthen Co-ordination Between 
Relevant Ministries and Departments 


At present, the Ministry of Labour is 
in charge of most work-force develop- 
ment activities in China, ranging from 
policy making, standard setting, cur- 
riculum development, training pro- 
gram organization to skill testing and 
certification. Policy making is carried 
out largely by the Department of 
Employment and Training of the 
Ministry, while employment develop- 
ment programs are managed mainly 
by the China Guidance Centre for 
Employment Training (OSTA), one of 
the Ministry’s many affiliates. On the 
other hand, industrial associations are 
considered independent social organi- 
zations or entities supervised by the 
Ministry of Civil Affairs. Officially, the 
Ministry of Labour has limited influ- 
ence on the daily operation of indus- 
trial organizations. As mentioned 
above, there are now nearly 40,000 


industrial associations in China cover- 
ing a wide range of sectors and trades 
at both the national and local levels. 
Obviously, it is difficult for the Labour 
Ministry alone to handle all their 
needs in work-force development. 
Therefore, close co-operation is 
needed between the two ministries 
and between the Labour Ministry 

and various industrial associations. 
With a special division, the Division of 
Industrial Association Co-ordination, 
being set up in 2000, the OSTA has 
already strengthened its co-operation 
with industrial organizations in areas 
like formulating state occupational 
standards, developing training pro- 
grams, and organizing skill testing 
and certification. 


Provide Necessary Technical and 
Financial Assistance to Industrial 
Associations 


As former ministries, the government 
associations remain very powerful, and 
well established in terms of finance 
and personnel. For them to attach 
more importance to work-force devel- 
opment, a significant organizational 
culture change is required. In contrast, 


the situation faced by independent 
associations is mixed. Some are quite 
well endowed financially and techni- 
cally, mostly in large profitable sectors 
like information technology and 
telecommunications, while others 
have limited resources at their dis- 
posal. For the poorly equipped asso- 
ciations, additional technical and 
financial assistance is needed in areas 
such as organization and management 
if they are to promote work-force 
development. As the Canadian experi- 
ence shows, the Labour Ministry can 
play a leading role in this respect, by 
setting up a special department in 
association with the Ministry of Civil 
Affairs. This department could be 
authorized to provide qualified associ- 
ations with necessary financial and 
technical aid, within its budget and 


capacity. 


Notes 
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Editor’s Note 


This article highlights findings of a PRI 
working paper, With Whom Does 
Canada Compete in the US Marketplace: 
Consequences of China’s Export Growth 
and Shifting US Import-Market Shares 
(2006), and is part of the PRI’s ongoing 
research on key issues related to North 
American Linkages. Future PRI research 
by the authors will examine the Cana- 
dian and provincial impacts of China’s 
rapid rise in exports destined to Cana- 
dian domestic markets. This will permit 
further insightful comparisons with 
respect to the rising importance to 
Canada of China’s exports to the 
United States, Canadian, and overall 
North American marketplaces. 


HORIZONS VoLume 9 NUMBER 2 


anada’s economic prosperity 

and standard of living depend 

on Canada’s success as a trad- 
ing nation. Indeed, Canada is one of 
the most open countries in the world, 
with a trade to gross domestic product 
(GDP) ratio that is among the highest 
in the industrialized world — about 
72 percent in 2004. However, for all 
its openness, Canada is actually very 
dependent on the US market. In 2004, 
exports to the United States accounted 
for 79 percent of total Canadian 
exports. Canada, in turn, has been 
the major supplier of imports to the 
United States. With so much riding on 
the US market, it has been a matter of 
current debate whether Canada should 
prioritize and build on US markets or 
look to other markets. But a more rele- 
vant question might be whether 
Canada can even keep its pre-eminent 
position in the US marketplace in the 
face of new challenges from the East. 


In recent years, the United States has 
witnessed some rapid shifts in imports, 
both in terms of volume and their 
source. In addition, there has been 
considerable variation across industry 
sectors within the United States in the 
extent of import growth and shifting 
market share. The largest changes in 
US market share have been caused by 
the recent rapid rise of China’s share 
of US markets. In July 2005, China’s 
monthly sales to the United States 
edged out Canada’s sales for the first 
time in history.! 


Of course, this does not necessarily 
mean that China is a significant or 
growing competitor with Canada 

in US market sales. What matters is 
the extent of market overlap at the 
detailed industry level between 
Canada and China on their US sales. 


Arguably the most commonly held 
perspective is that any threat from 
China on Canada’s US sales is still a 
looming future concern, because of 
differences in Canada and China’s key 
export sectors to the United States. A 
recent Industry Canada (2005) study 
pointed out that Canada and China 
do not compete much in the top 

60 percent of Canada’s exports to US 
markets. Consequently, to date, most 
analysts have focused on what will 
happen once China achieves substan- 
tial US market penetration in sectors 
key to Canada’s US exports, such as 
motor vehicle parts (for instance, 

see Asia Pacific Foundation of 
Canada, 2005). 


This focus on the current differences 
between China and Canada in their 
key export sectors to the United States, 
and the appropriate speculation about 
potential future impacts on Canada 
from Chinese US market penetration 
in sectors key to Canada, may be caus- 
ing analysts to miss the reality that 
there already exists a significant cumu- 
lative effect from a growing Chinese 
US market share in nearly every non- 
natural resource industry sector for 
which Canada exports to the United 
States. Our analysis, explained in detail 
in Sawchuk and Yerger (2006), suggests 
that the “China threat” to Canada’s 
US market share is closer than many 
think, and that the market overlap 
between China and Canada in US 
markets is becoming large enough 
that Canada needs to consider China 
as an important competitor on sales 

to US markets. 


We base our conclusions on an analy- 
sis of shifting market overlaps based 
on the Market Overlap Measure, or 
MOM. The MOM analysis quantifies 
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FIGURE 1 by 4.6 percent and surpassed Mexico 

Recent Changes in US Import Levels to become the second leading export 
- supplier after Canada to US markets. 

Over this same period, Canada’s over- 


PEN all share fell by 1.3 percentage points. 
250 Only Japan suffered a larger loss of 
Canada US import share. However, focusing 
500 on overall import shares can be mis- 


leading, for two reasons. First, it is 
gg China measuring import, not actual US mar- 


150 Mexico ket shares, so it is possible that Canada 
Japan is maintaining or even expanding its 
100 share of US markets even as its import 


share falls if US-based production has 


NS Se any declined in its home market share. In 
50 | = 


United addition, the aggregate market share 


Kingdom values do not account for differences 
0. ec across industry sectors in Canada and 
1998 1999 2000 2001 2002 2003 China’s US sales. 
| To address each of the above short- 
Share of US Imports Share of US Market * 4 
2003 1998-2003 2003 1998-2003 comings, we constructed a data set 
% % Change % % Change that matches detailed industry-level 
US production data with US export 
United States 74.2 -4.9 and import flow data. The aggregation 


across all 105 NAIC sectors2 for each 


Canada 1723 -1.3 4.5 0.6 : ‘ 
Baie 12.7 AG 33 16 of 200 plus nations that had sales to 
Mexico 10.6 0.6 DT 0.7 the United States gives the US Total 
Japan 9.4 -3.8 2.4 -0.3 Market referred to in the two right- 
Germany 53 -0.2 1.4 0.2 : : 
most columns in Figure 1. 
United Kingdom 3.3 -0.4 0.9 0.1 : eue 
Korea 3.0 0.3 0.8 0.2 Moreover, China’s gains in US market 
Taiwan 2.6 -1.1 0.7 -0.1 : 
Poe 23 03 0.6 0.1 share have been widespread across 
Italy 2.1 -0.3 0.5 0.0 industry sectors. For the 105 NAIC 
sectors having US imports, in 1998 
* US imports plus US production for domestic consumption. China was the top exporter to the 
Source: Author's calculations based on data from US Bureau of Economic Analysis and United States in 18 of these sectors 


US International Trade Commission. And a top five exporter in 49 of the 


sectors. However, by 2003, China was 


and compares Canada’s exposure to China: Already a Threat the top expotterin 20e eeerte 
China against other nations ex ing ee ee : ] 
ue i + : NE site ee 6 China’s rapid increase in US market and a top five exporter in 70 of them. 
O the United States and identifies the : SR : ; : : 
industry sectors most responsible for RERRER TONI ERENTRS CO AS Conan OE SR 
c she | CI [ ‘US left-most data columns of Figure 1 as a key exporter to US markets in the 
‘anada’s exposure to Chine : ; sé 4 
à =a ne rads Fi a on my showing US import shares for the top majority of the non-natural resource 
ales. The analysis als antifies the : : 
er Sears hore oy . ah ZS 10 exporters to the United States in based sectors, Canada’s exposure to 
sTeTiICes AC SS ) T es air 4 L me 5 
EE ee MES € 2003. Between 1998 and 2003, China China on its US sales will increase. 


exposure to China on US sales. : 
; increased its overall US import share 
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New Findings 


To assess more accurately Canada’s 
growing exposure to China on its US 
sales, we compute the MOM statistic 
between Canada and each of the 200 
plus nations (see Figure 2). Our MOM 
analysis does not refute conventional 
wisdom. But in providing a more 
comprehensive treatment of all 
exports to the United States from all 
nations, it shows that Canada’s expo- 
sure to China may already be larger 
than many believe. 


For each reported nation, the MOM 
statistic can be interpreted as that 
nation’s weighted average market 
share across the 105 four-digit NAIC 
sectors where the weights reflect the 
importance of the sector to Canada 
as an export market. Specifically, the 
weight assigned to any given NAIC 
sector is the percentage share of 
Canada’s US exports in that year 
from that sector. 


Note the still overwhelming impor- 
tance of US-based production in US 
markets for Canadian sales, and the 
significant rate of decline from 1998 
to 2003 in the US-based production 
home market share. In 1998, US-based 
production accounted for 69.0 percent 
of the market share in markets impor- 
tant to Canada while Canada’s share 
was 9.7 percent, and the rest of world 
had a 21.2 percent market share. By 
2003, the US share had fallen to 

63.7 percent, Canada’s share had risen 
to 10.3 percent, and the rest of world 
share increased to 26.0 percent. 


We also see that while Canada slightly 
increased its average US market share 
from 1998 to 2003, it failed to main- 
tain its same share of US imports. 

In 1998, Canada had 31 percent of 


What Precisely Is MOM? 
(And What Is Its Usefulness?) 


The Market Overlap Measure is a versatile and rigorous new tool for measur- 
ing the extent of market overlap between two nations selling in the same 
national market - analyzed simultaneously across all detailed industry sectors 
and all nations selling in the market. As such, it is a better tool for monitor- 
ing the effects of trade overlap than, say, similarity indices such as the 
Finger-Kreinin Index, Revealed Comparative Advantage (RCA) indices, or 
even industry-by-industry market share analyses. 


For instance, Similarity Indices can be quite useful for comparing profiles 
across nations, but these indices suffer a potentially damaging shortcoming 
when used to analyze one nation’s exposure to another nation in its sales 

to a specified market. Namely, these indices make no adjustment for the 
absolute size of the market share held by the nations being compared. Like- 
wise, RCA indices can highlight how specialized a country is in its exports, 
but they are not able to show how exposed these exports are to competition 
from any other specific country. These concerns are well accounted for by 


the MOM. 


Industry-by-industry market share analyses, on the other hand, must by 
necessity be ad hoc in nature and in Canada’s case would typically focus 
only on some subset of all the industries for which Canada sells to the 
United States. However, analyzing each industry independently does 

not provide any quantifiable accounting of the impact of the breadth of 
detailed industry-level market share interactions between the two nations, 
and can underestimate impacts. The MOM is a summative measure of the 
market overlap between two nations across all industry sectors. As such, it 
can provide a better identification of key competitors by capturing both 
the depth and breadth of market overlap, and still be used to highlight the 
relative importance of individual industry sectors to the market overlap 


between two nations. 


Although our focus with MOM has been on Canada and China’s interac- 
tions in the US market, the framework can be used in many other settings 
as pointed out in Sawchuk and Yerger (2006). A complete derivation of the 
MOM index, and its useful properties, is found in the working paper. 


the non-US share in these markets 
(9.7/(9.7+21.2)). If Canada had 
maintained a 31 percent share of 
US imports over the 1998 to 2003 
period, then Canada would have 


gained 0.31 x (69.0 - 63.7) = 1.6 per- 
cent points in average market share 
from 1998 to 2003 and its 2003 MOM 
value would have been 9.7 + 1.6 = 
11.3 percent rather than its actual 
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TABLE 1 


Who Are Canada's Major Competitors in the Marketplace? 
Based on Canada’s MOM indices,* sorted on 2003 values 


Canada’s Market Share A 10.3 

_ Canada’s Market Exposure to Others 90.3 89.7 
__ United States 69.0 63.7 
Mexico sre. 4.2 

_ Japan 4.2 3.8 
__ Germany 2.0 2.4 
China 0.9 1.8 
United Kingdom 12 1.4 
_Korea 0.6 0.9 
Venezuela 0.3 0.7 
France 0.6 0.7 
Saudi Arabia 0.3 0.7 


Note: * Canada’s MOM indices focus on US markets in which Canada has sales. 
** Nigeria hold 9th place in the simulated 2008 rankings. 


10.3 percent. Canada’s inability to 
“hold its own” against non-US sup- 
pliers in US markets led to its actual 
market share in 2003 being 10 percent 
smaller (10.3 vs. 11.3) than it would 
have been had it maintained its 1998 
market share position. 


In an absolute sense, the two nations 
with the largest gains in average US 
market share in sectors important to 
Canada were Mexico and China as 
both nations increased their MOM 
values by 0.9 percentage points from 
1998 to 2003. On a growth rate basis, 
however, China had by far the fastest 
growing market overlap with Canada 
on sales in US markets. Canada’s 
MOM value for China doubled 
between 1998 and 2003. By 2003, 
Mexico, Japan, and Germany were 


the only non-US nations having larger 
market overlaps with Canada in the 
US than does China. 


Relative to the other major US trading 
partners and OECD nations, Canada 
already has a significant market expo- 
sure to China on its sales to US mar- 
kets. Based on 2003 MOM values, 
Canada’s market overlap with China is 
already 30 percent larger than its mar- 
ket overlap with the United Kingdom, 
more than twice its overlap with 
France, and more than four times its 
overlap with Italy. Moreover, based 

on recent trends it seems likely that 
Canada’s market overlap with China 
will soon surpass that of Germany and 
if Japan’s downward trend continues 
Canada’s overlap with China may pass 
that of Japan in the next several years. 
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In sum, the MOM indices indicate 
that Canada’s exposure to China in 
US markets is larger than one would 
forecast based solely on a comparison 
of the most important sectors for 
exports to the United States for each 
nation. China’s widespread market 
penetration across most US markets 
already makes China the fourth most 
significant non-US supplier to US 
markets from a Canadian perspective. 


Industries Driving Canada’s 
Increased Exposure to China 


As demonstrated in Sawchuk and 
Yerger (2006), the change in any 
MOM statistic can be decomposed to 
show the contribution of individual 
industry sectors to the change in 
MOM value. In Figure 2 we report the 
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top 15 industry sector contributors to 
the near doubling in Canada’s China 
MOM statistic from 1998 to 2003 as 
shown previously in Table 1. Ignoring 
the special classifications sector, the 
furniture and kitchen cabinets sector 
was the largest contributor to the rise 
in Canada’s China MOM, accounting 
for 12.4 percent of the total increase 
in Canada’s exposure to China on 

US sales as measured by the rise in 
Canada’s China MOM value. 


The contribution by sector declines 
quickly, however, as only four other 
industry sectors accounted for more 
than five percent of the rise in 
Canada’s China MOM from 1998 to 
2003. The rapid decline in contribu- 
tion from any one sector provides fur- 
ther evidence that Canada’s rising 
overlap with China in US markets is 
coming from increased Chinese mar- 
ket share in many industry sectors 
rather than in just a few US markets 
which are very important for Cana- 
dian sales to the United States. It is 
this diffused nature of the growing 
market overlaps between Canada and 
China in US markets that has made it 
difficult for observers to appreciate 
fully how extensive these overlaps 
already have become. 


Also, it is worth noting that although 
current Chinese motor vehicle parts 
exports to the United States are well 
below the levels many industry ana- 
lysts are forecasting for a few years 
from now, China’s motor vehicle parts 
sales in US markets already grew 
enough from 1998 to 2003 to be the 
fifth largest contributor to Canada’s 
growing market overlap with China. 
Clearly, if China continues to grow its 
motor vehicle parts export sector at 


FIGURE 2 


Competition from China, Faced by Canada, in US Markets 
Top 10 Industry Sectors Contributing to Canada’s Increased Exposure to China, 


1998-2003 


NAIC Industry Sector Percent Contribution 


9900 Special Classification, NESOI* 
3371 Furniture/Kitchen Cabinets 
1141 Fishing 

3399 Miscellaneous Manufacturing 


3363 Motor Vehicle Parts 


3352 Household Appliances 
3341 Computers and Peripherals 
3339 Other Machinery 

3329 Other Fabricated Metals 
3372 Office Furniture 

3261 Plastic Products 


ul 


D N 


~S 


Lo 


10 


Note: * NAICS is able to classify a broad range of economic activities into an extensive 4-digit 
industry framework. However, not all activities are easily classified, and, as the economy continues 
to evolve, new types of activities also emerge whose information cannot be properly captured 
under any of the existing 4-digit NAIC codes. The Special Classification, NAIC 9900, provides 
overall information on activities ‘Not Elsewhere Specified or Included’ (NESOI). 


rates similar to its growth from 1998 
to 2003, then there will be a material 
increase in Canada’s exposure to 
China and a likely crowding out of 
some of Canada’s motor vehicle parts 
sales to the United States. 


Provincial Variations 


We also examined the differences 
across provinces in their market over- 
lap with China on sales to US markets 
using the same methodology. We 
found considerable variation across 
provinces in their market overlap 
exposure to China (see Figure 3). For 
each province, the importance of its 
market overlap with China is high- 
lighted by ranking its 2003 China 


MOM value against all other foreign 
countries. In addition, China’s fraction 
of the total market share held by non- 
Canadian exports to the United States 
in 2003 is reported. 


From Figure 3, it is clear that Quebec 
is more exposed to competition from 
China on its sales to US markets than 
is any other province. China has the 
largest market share of all other coun- 
tries exporting to US markets impor- 
tant to Quebec, accounting for nearly 
15 percent of non-Canadian US 
export sales in sectors key to Quebec. 
Quebec’s exposure to China is more 
than 40 percent greater than is 
Ontario’s measured exposure. For the 
remaining provinces, China has the 
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FIGURE 3 


Competition from China, Faced by Provinces, in US Markets 
China’s Rank and Share among Foreign Country Sales in US Markets, 2003 


China's Rank China's Share 


7 
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second largest market overlap expo- 
sure among non-Canadian exports 

to US markets for four of them: Prince 
Edward Island, British Columbia, 
Manitoba, and Nova Scotia where the 
fraction of non-Canadian US export 
sales accounted for by China ranges 
from 9.8 percent to 11.3 percent. 


The provincial measures of market 
overlap with China are appreciably 
lower for the other provinces, and 

no simple geographic rule can explain 
the provincial variations. For example, 
China accounts for four times the 
market overlap with Manitoba as it 
does with neighbouring Saskatchewan 
(10.7 percent of the non-Canadian 

US exports share versus a 2.7 percent 
share) while representing more 

than three times the market overlap 
with Nova Scotia as it does with 
Newfoundland and Labrador (9.8 per- 
cent versus 2.7 percent). The provin- 
cial China MOM values indicate 

that the Canadian adjustment costs 
associated with China’s rising share 

of US markets will be unevenly distrib- 
uted across Canada, and that Quebec 


Quebec 14.9% 

Prince Edward Island 11.3% 

British Columbia 10.8% 
Manitoba 10.7% 

Nova Scotia 9.8% 

Ontario 8.5% 

2 | New Brunswick 6.3% 
x Newfoundland and Labrador 2.8% 
Saskatchewan 2.7% 

Alberta 1.6% 


is likely to experience more China- 
induced industry-sector reallocations 
than the other provinces. 


To better understand the causes of 
differences across provinces in their 
market overlap with China, each 
province’s 2003 China MOM value 
was decomposed into its contribu- 
tion by NAIC industry sector. Each 
province’s exposure to China is 
found to be more concentrated in 
the top few industry sectors than is 
true for the national data; and there 
is significant diversity across provinces 
in the industry sector sources of their 
market overlap exposure to China. 
The fraction of a province’s 2003 
China exposure accounted for by its 
top two industry sectors ranged from 
a low of 20.4 percent of its total mar- 
ket overlap with China for British 
Columbia to a high of 68.0 percent 
for Newfoundland and Labrador. In 
total, 10 different sectors rank either 
first or second in importance of con- 
tribution across the 10 provincial 
China MOM values, and 41 different 


sectors are contained across the 
provinces’ top 10 industry sector 
contributors to the China MOM. 

This diversity highlights the impact 
of China’s increasing US market pene- 
tration across most industry sectors. 


For Quebec, one quarter of its 2003 
China MOM value is attributable to 
market overlaps with China in US 
markets for miscellaneous manufactur- 
ing and household and institutional 
furniture and kitchen cabinet manu- 
facturing. Fully one half of Quebec’s 
total market overlap exposure with 
China can be accounted for by also 
including cut and sew cloth manu- 
facturing, semiconductor and other 
electronic component manufactur- 
ing, household appliance manufactur- 
ing, and footwear manufacturing. 


What Does the Future Hold? 


To get a sense of what is potentially 
in store for Canada, we conducted a 
simple simulation exercise (Table 1), 
assuming that each US home market 
grows (or shrinks) by the same per- 
centage amount from 2003 to 2008 
as it did from 1998 to 2003. Next, for 
each NAIC sector, it is assumed that 
each nation’s market share changes 
by the same percentage amount from 
2003 to 2008 as it did from 1998 to 
2003. If the resultant sum of market 
shares for a sector does not equal 1.0, 
then each nation’s market share is 
given the same proportional adjust- 
ment needed to make the summed 
market shares = 1.0. Once these simu- 
lated market shares are estimated 

for each sector across all nations, 
then the simulated MOM values 

can be computed. 
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We are not claiming that this simula- 
tion is the most likely outcome and 
acknowledge that at some point the 
deterioration in the US trade balance 
will have to halt. At that point, further 
decreases in US-based production’s 
home market share in many sectors 
will stop. Nonetheless, the implica- 
tions of recent market share trend 
developments, if continued for several 
more years, provides useful informa- 
tion regarding the potential magni- 
tudes of changes in Canada’s market 
overlap exposure to China and other 
nations on its sales in US markets. 


Should market share trends of the past 
several years continue, our simulations 
indicate that by 2008, Canada’s mar- 
ket overlap in US markets with China 
will be larger than for all other nations 
except Mexico. Given these trends, 
there is a good chance that by the 

end of the decade, Canada’s market 
overlap with China in the United 
States will exceed that of all other for- 
eign nations. Canada’s market overlap 
with Japan and Western Europe will 
decline as China’s US market penetra- 
tion increases. 


Concluding Thoughts 


So, how much does China matter 

as a competitor with Canada on sales 
to US markets? Our MOM analysis 
suggests several responses to this 
important question. First and fore- 
most, we must keep in mind that 
however quickly China’s US market 
share positions may be growing, US- 
based production remains by far the 
dominant supplier of those US mar- 
kets important to Canada for its US 
sales. Canada’s cost competitiveness 


position vis-a-vis the United States 
will remain the most important pair- 
wise comparison for Canada in deter- 
mining its US market shares. 


That said, our analysis indicates that 
China is likely already a more impor- 
tant competitor with Canada on US 
sales than many analysts believe based 
on similarity indices and industry-by- 
industry market share analyses. The 
cumulative impact of China’s wide- 
spread US market penetration across 
many industries by 2003, an impact 
hard to quantify without the MOM 
framework, led to Canada’s market 
overlap with China exceeding all 
other nations exporting to the US 
except for Mexico, Japan, and Ger- 
many. At the provincial level, our 
MOM analysis shows that Quebec is 
likely to suffer larger adjustment costs 
than the other provinces due to rising 
Chinese US market shares. 


China’s rapid pace of US market pene- 
tration also makes it quite likely that 
by the end of this decade Canada’s US 
market overlap with China will have 
passed Japan and Germany, and possi- 
bly Mexico as well. While Canada- 
China economic integration involves 
much more than interactions in US 
markets, including the notable bene- 
fits for Canada of increased export 
sales to China, this one aspect of the 
relationship has the potential to 
impose meaningful sectoral adjust- 
ment costs on the Canadian economy. 
As such, it will be important for 
Canada to watch closely how China’s 
increasing spending on R&D and 
high-tech output will impact Cana- 
dian and provincial-level US-bound 
exports in the near future. 


Notes 


1 Statistics Canada (2005). Canada main- 
tains its historical spot in first place as 
far as annual exports to the United 
States go, but China’s top ranking in July 
2005 is still a wake-up call that China 
has been making rapid in-roads into 
the US marketplace. 


2 The North American Industry Classifica- 
tion System (NAICS) was developed 
jointly by Canada, the United States and 
Mexico, and adopted in 1997 to replace 
the Standard Industrial Classification 
(SIC) System. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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n 2004, the “peasant-worker short- 

age”! became a hotly contested 

issue in China. In particular, 
Guangdong Province, where the short- 
age is felt most acutely, became the 
centre of intense debate. This article 
analyzes the various dimensions of 
this perceived shortage of migrant 
workers in Guangdong Province and 
evaluates the policy implications of 
these findings. 


Demographically, a 
Peasant-Worker Shortage 
Does Not Currently Exist 

in China 

The phrase “peasant-worker shortage” 
has numerous meanings. Typically, 

it is interpreted in the context of pop- 
ulation structure to mean a scarcity 
of peasant-workers or labourers. As 
will be seen, however, there is no 
concrete data supporting such asser- 
tions in either China as a whole or in 
Guangdong Province. 


FIGURE 1 


By structuring and combining four 
indices based on official sources, 

the current situation and emerging 
trends of the working-age population 
resource reserves of both Guangdong 
and China can be constructed. The 
annual working-age population of 
China and of the Guangdong Province 
registered population, and moving 
trends of the four indices from 2000 
to 2020, have also been computed 
and forecasted. 


The findings (summarized in figures 1 
and 2) are based on the following 
assumptions. 


e The starting age of the incoming 
working-age population has been 
set at 16. 


e The urban retirement age (60 for 
men, 55 for women) is used to 
unify the outgoing working-age of 
both rural and urban populations. 

e Each year, populations that deferred 
employment and seek employment 
after deferment cancelled each 


National Registered Working-Age Population Change (2000-2020) 
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—<— Working-Age Population (Male: 16-59, Female: 16-54) (Right Y-Axis) 


Source: National Bureau of Statistics of China (2002). 
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other out, so the whole incoming 
working-age population is con- 
sidered as seeking employment. 


The National Supply of the 
Working-Age Population 


In recent years, job growth in China 
stood at nine million positions per 
annum. These new employment 
opportunities have to respond to the 
demands of the urban population for 
employment and address the demand 
from peasant-workers from rural areas 
who enter the urban labour market. 
For a peasant-worker shortage to exist, 
the number of jobs available would 
have to exceed the total number of 
workers from these two groups. These 
nine million new jobs, however, are 
insufficient to meet the projected 
aggregate labour force increase. As 
shown in Figure 1, between 2000 and 
2007, at least 20,000,000 new workers 
will join the urban labour force each 
year, with two peaks of 26,247,000 
and 26,142,000 in 2003 and 2006 
respectively. The number will fall 
below 20 million in 2008 (18,685,000), 
but between 2008 and 2020, annual 
inflows into the working-age popula- 
tion will surpass 15,000,000 in most 
years. Of specific note, the working- 
age population reached 24,533,000 

in 2004, the year when the peasant- 
worker shortage debate was at its peak. 
Therefore, even if the employment 
opportunity growth rate described 
above was sustainable at nine million 
positions per year, it is evident that 
labour demand will not exceed labour 
supply for the foreseeable future. 


Even if it is assumed that every year 
employment opportunities surren- 
dered by members of the working-age 
population who exit the labour force 
are taken up by incoming people of 


working-age (such a recovery implies 
no population urbanization), the 
annual incoming working-age popu- 
lation will still remain enormous 
and increase every year, causing net 
annual increases of the working-age 
population. Until 2006, the net 
annual increase in the working-age 
population exceeded 10 million, 


in urban populations will need 
employment each year. Currently, 
only 12 million employment opportu- 
nities can be provided every year, of 
which nine million comes from keep- 
ing the economy growing at eight per- 
cent per year, and three million comes 
from attrition. This will leave a short- 
fall of roughly 12 million jobs. 


In China, for at least the first 20 years of the 21st century, there 
will be no significant changes in the national supply and demand 


of the labour force population. 


reaching 13,972,000 in 2006. Such 

increases are projected to continue 

until 2012, when growth will begin 
to taper off (Figure 1). 


However, this does not necessarily 
mean that the situation will improve 
after 2006. After 2012, although the 
working-age population will no longer 
be growing at the same rate as before, 
the aggregate working-age population 
will still increase until 2020. (Between 
2000 and 2020, the working popula- 
tion will increase from 785,368,000 to 
825,934,000.) This projected increase 
takes on a convex shape: it grows rap- 
idly at first to a peak of 862,923,000 
in 2009 — nearly 80 million over nine 
years; then it decreases slowly to 
825,934,000 in 2020 — no more than 
40 million in 11 years. In short, after 
2006, a nine million per year increase 
in employment opportunities will 
not satisfy pressures brought about 
by the ever increasing aggregate 
working-age population. 


The preceding analysis stems from 
calculations by the author and is in 
line with opinions from government 
departments. The Ministry of Labour 
and Social Security has indicated 
that more than 24 million workers 


In summary, the labour supply and 
demand situation between 2000 and 
2020 can be divided into two periods. 
For the first decade, the huge number 
of individuals reaching working-age, 
the rapid growth of the aggregate 
working-age population and urban- 
ization of rural populations will result 
in significant employment pressures. 
During the following decade, annual 
decreases of the working-age popula- 
tion will reduce the pressure for 
employment but the sheer size of 

the aggregate working-age population 
and continuing urbanization of the 
rural population will exert pressure 
for the creation of more jobs. In 
China, for at least the first 20 years 

of the 21st century, there will be no 
significant changes in the national 
supply and demand of the labour 
force population; labour redundancies 
and employment hardship will 
continue to exist. 


These demographic findings cause one 
to re-evaluate the effects of the family 
planning policy. The argument that 
the family policy is one of the reasons 
for the peasant-worker shortage disre- 
gards the facts. Not only do the demo- 
graphics not indicate a shortage but, it 
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FIGURE 2 


Guangdong Registered Working-Age Population Change 


(2000-2020) 


Population (million) 


Population (million) 


—#— Ingoing Working-Age Population (Age 16) (Left Y-Axis) 
*— Outgoing Working-Age Population (Male Age 60, Female Age 55) (Left Y-Axis) 
Net Increase of Working-Age Population (Left Y-Axis) 
—<— Working-Age Population (Male: 16-59, Female: 16-54) (Right Y-Axis) 


Source: Population Census Office of Guangdong (2002). 


would appear, there are and will con- 
tinue to be surpluses of labour in the 
foreseeable future. Were it not for the 
implementation of the family plan- 
ning policy, the current labour force 
population would likely be even larger, 
resulting in labour redundancy pres- 
sures being higher and such situations 
lasting even longer. From this perspec- 
tive, the family planning policy is 
effective in controlling population 
growth and could conceivably be tai- 
lored to reduce the total population, 
including those of working-age. Never- 
theless, if the aim is to decrease the 
population in China, especially of the 
working-age population so its quantity 
aligns with or even undersupplies 
labour demand and fits within the 
social and economic development 


context of China, then this would 
only be possible after at least the 
2040s. Due to the inertia of popula- 
tion growth, the total population of 
China will keep increasing until 2009, 
but even then redundancies will con- 
tinue to exist and there will still not 
be a shortage for 20 years. 


The Labour Supply and 
Registered Working-Age 
Population in Guangdong 


Figure 2 shows that for the first 

20 years of the 21st century, the 
working-age population and registered 
populations of Guangdong are pro- 
jected to have similarities as well 

as differences with those of the 
nation.2 Like the nation as a whole, 
Guangdong’s incoming working-age 


population will peak in 2006 
(1,598,000), the peak year for workers 
to leave the working-age population 
will occur in 2018 (1,101,000), and 
the year of peak net increase for the 
working-age population is 2006 
(1,028,000). The differences are in 

the growth rate and quantity: national 
net increases of the working-age popu- 
lation are projected to turn negative 
in 2012 and continue thereafter; for 
Guangdong, however, the working- 
age population is not expected to 

start shrinking before 2017, and 
growth in the working-age population 
is expected to become positive again 
and to continue to increase after 2019. 
Another difference is that the national 
working-age population reaches its 
peak in 2009 and then decreases 
slowly, showing a convex shape. In 
contrast, the working-age population 
of Guangdong keeps increasing until 
2016, reaching the peak (54,888,000), 
and then levels off. 


Realistically, Guangdong should not 
have any labour employment prob- 
lems, because the Province has been 
importing labour from other provinces 
ever since China adopted the reform 
and opening-up policies. In recent 
years, Guangdong has paid consider- 
able attention to employment chal- 
lenges and has achieved a great deal 

of success. Aggregate employment 
opportunities, new urban employment 
and new rural labour force transfer 
employment have all increased signifi- 
cantly. Laid-off workers in state-owned 
enterprises and annual total urban 
registered unemployment have also 
decreased significantly. Compared 

to 2003, the year-end provincial 

urban registered unemployment 
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rate in 2004 decreased by 0.2 to 

2.7 percent (Populations Census Office 
of Guangdong, 2005). Nevertheless, 
about five million peasants are still in 


need of employment due to migration. 


The Provincial Land and Resource 
Management Meeting has pointed 
out that the per capita cultivated land 
area in Guangdong is 0.46 mu (unit 
of area equals to 0.0667 hectares), 

less than half of the national average 
(Population Census Office of 
Guangdong, 2005). 


These facts suggest that Guangdong 
continues to receive workers from 
other localities while the registered 
working-age population is underem- 
ployed, and rural surpluses of labour 
within the Province continue to wait 
for new jobs. Based on the trend 

of working-age population growth 

in Guangdong and assuming that 
Guangdong keeps adding one million 
new employment opportunities 
annually (the highest number realisti- 
cally possible), if the transfer employ- 
ment rate of the rural labour force and 
the demand for urbanization by rural 
populations were included, the labour 
supply would still exceed demand 

and Guangdong would still experience 
serious challenges in employment. 


The Peasant-Worker Tide in 
Guangdong Is Still High 


Already it is clear that the most obvi- 
ous interpretation of the phrase 
“peasant-worker shortage” is not 
supported by facts. Another interpre- 
tation, however, is that the term refers 
to the receding peasant-worker tide in 
Guangdong, or indicates that the flow 
of the tide has changed direction and 
no longer flows into Guangdong. As 


with the previous analysis, however, 
this is not the case. 


Results from the fifth national census 
in 2000 showed that in that year the 
population flowing into Guangdong 
was about 15 million, of which 90 per- 
cent were of working age. Population 
flows into Shenzhen, Dongguan, and 
Guangzhou had already exceeded 

10 million, suggesting that the popula- 
tion in these three cities was enough 
to represent the aggregate trend of 
population from other localities in 
Guangdong, and could serve as a 
barometer of changes in the popula- 
tion. In 2004, research conducted 

by Dongguan and Shenzhen govern- 
ment departments and research 
institutions suggested that individ- 
uals from other localities outside of 
Guangdong Province accounted for 
over 10 million people in each of the 
two cities. Since there is no reason to 
believe that Guangzhou’s population 
growth has changed since 2000, cur- 
rent estimates of population inflows 
from other provinces exceeding 

15 million are credible. Growth of 
the out-of-province population may 
become slower, but the total quantity 
will still be on the rise. 


The Essence of the Problem 


It is true that labour shortages have 
occurred in some parts of Guangdong 
and in some industries; however, as 
shown by the analyses above, it is 
unjustifiable to assert that such a 
phenomenon is a sign of a large- 
scale decline of peasant-workers 

in Guangdong, or even a sign of 
peasant workers migrating to other 
provinces. According to some investi- 
gations, even if there was a shortage of 


two million peasant-workers in 
Guangdong, it would still be wrong to 
conclude that the labour force flows 
into Guangdong have changed. 


Instead, the sources of the labour chal- 
lenges are to be found elsewhere. The 
lack of a scientific approach to labour 
management (such as putting “people 
first”), industrial restructuring, and 
upgrades, the labour intensity of many 
industries, the introduction of a mar- 
ket-oriented labour market, and the 
low overall educational and skill level 
of the population are the five factors 
that contribute to the challenges 
typically attributed to a shortage of 
peasant-workers. 


The Lack of a People First 
Approach to Labour 
Management 


Guangdong is the national leader in 
developing a social security system. 
According to 2004 year-end statistics, 
compared to the previous year, partici- 
pation in a basic pension increased by 
seven percent, while participation in 
medical, work injury, and unemploy- 
ment insurance programs increased by 
17.9, 8.5, and 5.4 percent respectively. 
Over 10 million people were enrolled 
in each, the highest number in the 
country. While such achievements def- 
initely benefit migrant workers, signifi- 
cant problems continue to exist, such 
as paying back wages and overtime, 
poor working and safety conditions, as 
well as various forms of discriminatory 
treatment and violations of migrant 
worker rights and benefits. These fac- 
tors significantly affect the experiences 
and stability of the migrant labour 
force. At the root of these challenges, 
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is a lack of a “people first” philosophy, 
which differs fundamentally from old 
and obsolete ways of valuing labour 
over people. There has been no adjust- 
ment made to the ways labour is used 
under the strategic state philosophy of 
allocating rural labour, advancing pop- 
ulation urbanization and establishing 
a harmonious society. As a result, con- 
flicts among migrant workers, local 


survival and, subsequently, changing 
the nature of the labour supply and 
demand. In recent years, the labour 
market has been able to support tech- 
nology-intensive and capital-intensive 
enterprises in Guangdong; during 

this process, there were generally no 
recruitment difficulties and labour has 
been relatively abundant. The success 
of such industries, however, affects the 


The lack of a Scientific approach to labour management (such 


as putting “people first”), industrial restructuring, and upgrades, 


the labour intensity of many industries, the introduction of a 


market-oriented labour market, and the low overall educational 
and Skill level of the population are the five factors that 


contribute to the challenges typically attributed to a shortage 


of peasant-workers. 


governments, enterprises from where 
the workers come, and the rest of 
society become increasingly intense, 
resulting in highly distorted percep- 
tions of labour shortages on the one 
hand and a peasant-worker surplus 
on the other. 


Effects of Industrial 
Restructuring and Upgrades 


After more than 20 years of growth 
and development, it is natural, 
rational, and irreversible for 
Guangdong to upgrade and restructure 
its industries. In fact, this is the only 
way Guangdong can increase its com- 
petitiveness, meet the requirements, 
and face the challenges of economic 
globalization, and continue to develop 
socially and economically. Industrial 
structural adjustments involve funda- 
mentally transforming Guangdong’s 
mostly labour-intensive enterprises, 
impacting their development and 


labour supply, as workers are increas- 
ingly inclined to enter these industries 
and reject opportunities in more 
labour-intensive sectors. Alternatively, 
it can also lead workers to hesitate or 
take a wait-and-see attitude to the jobs 
available. Taken together, this causes 
labour-intensive enterprises, which 
once dominated the labour employ- 
ment market, to be in an inferior 
position when recruiting. 


Predicament of Labour- 
Intensive Industry 


The labour-intensive industries in 
Guangdong face critical choices in 
terms of future development. Costs 

of raw materials, energy fuels, and 
land resources are continuously rising. 
Additionally, the effects of interna- 
tional competition are increasingly 
felt. In particular, developing countries 
and regions, especially those in 
Southeast Asia and East Asia that 


are adjacent to Guangdong, have 

an abundance of low-cost human 
resources, presenting a huge challenge 
to the Province. International market 
actors make use of this situation to 
place pressure on Chinese labour- 
intensive enterprises to lower prices 
and put in place conditions that 
would negatively affect those enter- 
prises and the Chinese government. 
Under such pressures, even if labour 
costs remain unchanged, profit mar- 
gins would be reduced, resulting in 
cutbacks to education and training, 
as well as poorer work environments 
and weakened job security. Conse- 
quently, these industries are particu- 
larly vulnerable to labour shortages. 
Given the long-term existence of a 
huge rural surplus of labour in China 
and the great number of rural labour- 
ers from other provinces waiting for 
transfer employment in Guangdong, 
there would be significant negative 
consequences if labour-intensive 
industries were improperly or 
unwisely restructured. 


Development of a Healthy 
and Rational Market-Oriented 
Labour Market 


The long-term existence of a ready 
supply of labour in China’s rural areas 
is the core cause for the inelasticity of 
labour price and the excess supply of 
labour in cities and enterprises. Indus- 
tries and enterprises in the cities main- 
tain extremely low costs, because the 
price of labour does not reflect supply 
and demand realities within the 
labour market. This also leads to con- 
ditions where the legitimate rights and 
benefits of workers are neglected or 
infringed upon. Although labour and 
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employment systems and regulations 
are more and more market-oriented, 
distortions continue to exist, causing 
labour supply to favour businesses and 
firms. The positive sign of a peasant- 
worker shortage is that workers 
become aware of their rights and 
start to “vote with their feet” to fight 
against such injustice and assert their 
legitimate rights and benefits. There- 
fore, it is evident that self-adjustment 
within the labour market has begun. 
In this way, the so called peasant- 
worker shortage may help the labour 
market develop in a healthier and 
more rational manner. 


The Constraint of Lower 
Skill Levels of the Working 
Population in General 


The peasant-worker shortage is in fact 
a skilled worker shortage. Its ultimate 
cause is the lower education and skill 
levels of the overall labour supply. 
This phenomenon also exists in other 
coastal cities and industrial regions 
and is one of the major characteristics 
of present-day China, which could 
impede its long-term social and 
economic development in the 21st 
century. Already identified by demog- 
raphers at the end of the 20th century, 
this challenge cannot be solved in the 
short term. The current shortage of 
skilled workers is merely one of its 
most recent manifestations; others 
will follow. Therefore, all sectors of 
the society should be aware of this 
skills issue and be prepared for addi- 
tional challenges in the future. 


Considerations of Solutions 


Lewis’ (1954; 1958) argument that 
there would be an unlimited supply of 


labour in developing countries under 
the rural-urban dual-sector model has 
yet to be disproved. China clearly has 
a work-force surplus. The movement 
of this surplus population and how it 
is developing are not yet clear. There is 
a need to further observe and investi- 
gate. However, the rise of such a phe- 
nomenon is sufficient to indicate that 
the Chinese government as well as 
other sectors of society should begin 
to work toward addressing the chal- 
lenges discussed above. 


In line with the preceding analysis, the 
following approaches would be effec- 
tive first steps in managing the chal- 
lenges China faces. 


e Recognize that China is a country 
with an immense population that 
exerts pressures on labour supply 
and demand. 


e Establish a “people first” approach 
for labour management in all enter- 
prises. 


+ Develop the skills and improve the 
education level of peasant-workers. 


e Develop innovative systems to sup- 
port the urbanization of the rural 
population. 


e Make equity the key to the support 
system for urbanization of the rural 
population. 


If there is a system that is market ori- 
ented, fair, equitable, and respectful 
of basic rights, then one can identify 
a proper way to urbanize rural popula- 
tions and develop a strategic plan for 
urban-rural population development. 
In this way, governments will be able 
to make policies while the market 
makes choices through competition. 


Notes 


1 “Peasant-worker” refers to rural popula- 
tions that seek urban employment oppor- 
tunities, but are not covered by urban 
social security and insurance systems and 
welfare systems under the Household 
Registration System of China. They do 
not enjoy the same welfare benefits as 
the urban population. 


2 Inthe 1950s, China established the 
Urban-Rural Population Household Regis- 
tration System; the changing from rural 
to urban registration must be approved 
by relevant government departments. 
Urban and rural populations enjoy differ- 
entiated social and economic treatments 
and benefits, with urban being better. 
Peasant-workers hold rural household 
registration; when working in cities, they 
cannot enjoy the same treatment and 
benefits as the registered urban popula- 
tion. As a result, the Urban-Rural Popula- 
tion Household Registration System 
became a key system that determines 
whether a person is able to enjoy treat- 
ments and benefits given only to the 
urban population. It became a critical fac- 
tor that greatly restricts migration and 
urbanization as well as social fairness. 


3 There are two restrictions to the bounds 
of the city-town unemployment rate of 
China: the data are obtained from cities 
and towns only, excluding rural areas, 
and the data are for the registered popu- 
lation only, excluding non-registered 
population. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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he emergence of China as a 

global economic powerhouse is 

now widely recognized among 
business and policy circles in Canada. 
It has become conventional wisdom, 
for example, to speak of the impera- 
tive for all businesses, indeed all gov- 
ernment departments, to develop a 
China strategy, regardless of whether 
these entities do any direct business 
with China. 


Most of the attention on China’s eco- 
nomic prowess has been directed at 
its sustained high economic growth 
of the last two decades, driven in part 
by massive inflows of foreign direct 
investment (FDI) and by the rapid 
expansion of exports. China’s open- 
ness to foreign investment, chiefly 

in the manufacturing sector, has 
reshaped global supply chains, and 
affected production, sourcing, and 
investment decisions from Turin 

to Toronto. China has, in fact, over- 
taken the United States as the leading 
destination for FDI, accounting for 
9.4 percent of global cross-border 
flows in 2004. 


In contrast, much less attention has 
been given to China’s role as a source 
of outward direct investment (ODI). 
The flow of Chinese ODI has risen 
from virtually nil at the start of eco- 
nomic reforms in 1978 to US$5.5 bil- 
lion by the end of 2004. While 
Chinese ODI is still very small relative 
to global flows, the rate of growth is 
among the fastest compared to other 
source countries. 


The prospect of China becoming a 
major source of FDI is received with 
a mixture of enthusiasm and appre- 
hension by many recipient countries. 
While most economies would 


welcome the inflow of long-term 
equity investment, there are concerns 
— especially in industrialized countries 
— about the motivations and quality 
of Chinese capital. These concerns 
include the fear of ceding sensitive 
technologies to a potential military 
competitor; loss of control over natu- 
ral resources in the event of global 
scarcity; poor management and gover- 
nance practices; and the unsavory 
human rights reputation of the 
Chinese government and, by exten- 
sion, of its stable of state-owned 
companies. The public debate in late 
2004 around the proposed acquisition 
of Noranda Inc. by China’s Minmetals 
exposed many of these fears. Likewise, 
the failed attempt by China National 
Offshore Oil Corporation (CNOOC) 
to purchase a small US energy com- 
pany (Unocal) generated much heat 
and passion among US legislators 

and editorialists. 


While some concerns around Chinese 
ODI have merit, it would be foolhardy 
for recipient countries, including 
Canada, to ignore the phenomenon 
of China as a capital exporter or, 
worse, to reject Chinese investment 
on the basis of gross generalizations 
about the motivations and practices 
of the Chinese government and of 
Chinese industrial concerns. It is 
beyond the scope of this paper to 
chart the possible trajectory and form 
of Chinese capital exports, but China 
will very likely continue to be an 
exporter of capital for the foreseeable 
future, inasmuch as it will continue 
to run large current account surpluses 
(estimated to exceed four percent of 
gross domestic product in 2005). Fur- 
thermore, the October 2005 shift to an 
“exchange rate basket” management 
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system will likely lead to a gradual 
appreciation of the Yuan, which will 
increase the purchasing power of the 
Chinese currency, making the acquisi- 
tion of overseas assets all the more 
attractive to Chinese firms. 


This article traces the evolution 

of the Chinese government's policies 
on FDI and presents findings from 

a recent survey on Chinese outward 
investment intentions conducted 

by the Asia Pacific Foundation of 
Canada and the China Council for 
Promotion of International Trade. 

It also discusses the current state of 
Chinese FDI in Canada and prospects 
for future investments. 


Chinese Outward Direct 
Investment: Policy and 
Performance 


Compared with major source countries 
for FDI, Chinese outward investment 
is highly regulated. In fact, Chinese 
ODI was generally discouraged by the 
central authorities until 2002, when 
the leadership announced a new strat- 
egy to encourage enterprises to “step 
out” by investing in overseas markets. 
Before the new strategy was articu- 
lated, China’s ODI policy was driven 
chiefly by central government priori- 
ties. There were many shifts in the 
policy through the 1980s and ’90s, 
but many of these adjustments were 
of a political or administrative nature. 
The impetus for deeper reform in ODI 
policy has only come about in the 
last few years, coinciding with China’s 
increased presence on the global eco- 
nomic scene, and with the ability and 
desire of Chinese firms to spread their 
wings internationally. 


Broadly speaking, Chinese ODI policy 
can be divided into five stages. 


STAGE ONE (1979-1983): 
Case-by-Case Approval 


The only entities permitted to invest 
overseas were state-owned trading cor- 
porations and provincial or municipal- 
based international economic and 
technology co-operation enterprises, 
on a case-by-case basis. The State 
Council was the sole authority respon- 
sible for examining and approving 
overseas investment. Outward invest- 
ment was, in effect, prohibited unless 
specifically approved by the State 
Council; hence, there were no regula- 
tions on ODI as such. 


STAGE TWO (1984-1992): 
Standardization of Approval 
Procedures 


Prohibitions against ODI were liberal- 
ized during this period as the govern- 
ment allowed a wider range of 
enterprises to invest overseas. Non- 
state firms, for example, were permit- 
ted to establish subsidiaries in other 
countries. Prior approval was still 
required from the central authorities, 
but the approvals process moved grad- 
ually from a case-by-case approach to 
more standardized procedures. 


STAGE THREE (1993-1998): 
Greater Scrutiny of Overseas 
Investment Projects 


A surge in outward investment in the 
previous period, encouraged both by 
the relaxation of ODI rules and by an 
overvalued exchange rate, led to a 
number of debacles by Chinese enti- 
ties speculating on the Hong Kong real 
estate and stock markets. As a result, 
Beijing introduced a more rigorous 
process for screening and monitoring 
ODI projects to ensure that these 
investments were for “genuinely 
productive purposes.” 


STAGE FOUR (1999-2002): 
Overseas Investment in Processing 
Trade Activities 


The period straddling China’s entry 
into the World Trade Organization 
was a turning point in Chinese policy 
toward ODI. Recognizing the increas- 
ingly important role of Chinese enter- 
prises in global trade and production 
networks, Beijing put in place new 
policies to encourage firms to engage 
in Overseas activities that augmented 
China’s export drive, also known as 
“processing trade” projects. The light 
industrial goods sector, for example 
textiles, machinery and electrical 
equipment, was encouraged to estab- 
lish manufacturing facilities overseas 
that would use Chinese raw materials 
or intermediate goods. The Chinese 
government offered a variety of incen- 
tives including export tax rebates, for- 
eign exchange assistance, and direct 
financial support. 


STAGE FIVE (2002-Present): 
The “Stepping Out” Strategy 


At the Chinese Communist Party’s 
16th congress in 2002, the leadership 
announced a new strategy aimed at 
encouraging Chinese companies to 
“step out” into the global economy 
through exports and investing over- 
seas. This policy shift was seen as a 
necessary concomitant to the success- 
ful inward investment and export poli- 
cies of the 1980s and ’90s, and as part 
of the ongoing reform and liberaliza- 
tion of the Chinese economy. It also 
reflects a desire on the part of the 
Chinese government to create world 
class companies and brands, whereby 
Chinese firms are seen as more than 
secondary nodes in production net- 
works that are ultimately controlled by 
multinationals based in industrialized 
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FIGURE 1 


China’s Annual FDI Outflows: 1979-2004 
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countries. Recent changes in ODI 
policy have focused on five areas: 
creating incentives for outward 
investment; streamlining administra- 
tive procedures, including greater 
transparency of rules and decentral- 
ization of authority to local levels of 
government; easing capital controls; 
providing information and guidance 


FIGURE re 


on investment opportunities; and 
reducing investment risks. 


While there is no guarantee that ODI 
policy will continue on a path of liber- 
alization, the last 20 years testify to 
the dramatic change that has already 
occurred in Beijing’s attitude toward 
outward investment. Since 1980, the 
emphasis on political objectives in 
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determining Chinese ODI policy has 
gradually given way to the primacy 
of commercial interests. At the same 
time, the approval process for ODI has 
been greatly simplified, with decision- 
making authority delegated first from 
the central government to local gov- 
ernments, and more recently to the 
enterprise itself. The motivation for 
outward investment, in turn, has 
generally evolved from one that was 
based largely on accessing natural 
resources to a more complex set of 
objectives related to securing access 
to markets, technology, and brands, 
as well as the traditional interest in 
natural resources. 


The evolution of Chinese ODI policy 
over the last two decades is reflected 
in Figures 1 and 2. China’s flow of 
overseas non-financial investment 
reached a record US$5.5 billion in 
2004, up 93 percent from the previous 
year. By the end of 2004, cumulative 
overseas investment from China was 
around US$45 billion. It is estimated 
that there are some 5,163 Chinese 
enterprises with investments in 

149 countries or regions. 


Outward Direct Investment 
Intentions of Chinese 
Enterprises 


In May-June 2005, the Asia Pacific 
Foundation of Canada partnered with 
the China Council for the Promotion 
of International Trade (CCPIT) to carry 
out a survey on Chinese companies’ 
outward investment intentions. The 
survey covered 296 member compa- 
nies of CCPIT and included questions 
on current investments, the motiva- 
tions for future investment, and tar- 
geted sectors/destinations. Some of the 
main findings include the following. 
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Chinese ODI is set to rise in the years 
to come. The survey found that 

23 percent of respondents intend to 
increase their ODI within the next 
12 months and that over 40 percent 
intend to invest overseas within two 
to five years. 


Motivations for outward investment 
will increasingly be driven by market 
considerations rather than by policy 
directives. The survey results suggest 
that respondents’ current investments 
overseas were driven as much by the 
Chinese government’s stepping out 
policy and related incentives, as by 
pure business considerations. When 
asked about future investments, how- 
ever, the importance of policy direc- 
tion and incentives is given much 
less weight by respondents. “Business 
potential,” on the other hand, is seen 
as the primary motivation, which sug- 
gests that Chinese ODI is entering a 
more mature phase of growth. 


Outward investment is not limited 

to large, state-owned enterprises. 
While state-owned enterprises are the 
dominant players in Chinese overseas 
investments, the survey suggests 

that non-state-owned enterprises, 
particularly private companies, also 
nurture global ambitions. Many of 
these are small and medium-sized 
companies. In general, publicly listed 
Chinese companies are more likely 
to invest abroad than their state- 
owned counterparts. 


Chinese enterprises favour majority 
control of joint ventures for their 
overseas investments. Our survey 
results show that over 60 percent of 
existing ODI was carried out through 
joint ventures, as opposed to green- 
field investment or mergers and 


FIGURE 3 
Chinese FDI in Canada 
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acquisitions. According to the survey, 
some 90 percent of existing Chinese 

overseas projects are wholly owned or 
majority owned by Chinese investors. 


Chinese ODI interests extend well 
beyond energy projects. Recent 
Chinese investments or attempted 
investments in energy projects have 
generated worldwide attention. Our 
survey suggests, however, that Chinese 
enterprises are interested in a much 
wider range of overseas investment 
opportunities. The top three target 
industries named in our survey 

are auto and auto parts, food and 
beverages, and mechanical and 
electrical machinery. 


Chinese FDI in Canada 
and Examples of Recent 
Investments 


According to Statistics Canada, the 
stock of Chinese FDI to Canada in 
2004 was CAN$220 million, which 
represents 0.06 percent of the total FDI 
stock in that year. To date, China has 
been an insignificant source of FDI for 
Canada, ranking 27th among source 
countries. There is reason to believe, 


however, that Chinese FDI in Canada 
is underreported, as is the case with 
most international investment flows. 
Recent announcements of Chinese 
acquisitions in Canada suggest that 
the extent of investment activity may 
be greater than the statistics suggest. 


The bulk of recent Chinese investment 
in Canada has been in the energy and 
resource sectors. In October 2005, 
Jinchuan Group Ltd., China’s largest 
nickel producer and smelter operator, 
invested CAN$3.06 million in 
GobiMin, a nickel producer head- 
quartered in Vancouver, by acquiring 
5.1 million GobiMin common shares 
or 9.996 percent of the total shares 
issued and outstanding. Earlier in 

the year, SinoCanada, a subsidiary 

of China-based Sinopec Group and 
Calgary-based Synenco Energy Inc., 
entered into a series of agreements 
under which Sinopec will pay approxi- 
mately CAN$105 million for a 40 per- 
cent interest in the Northern Lights oil 
sands project located in north-eastern 
Alberta. Similarly, CNOOC Ltd. 
announced that its wholly owned 
subsidiary, CNOOC Belgium BVBA, 
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FIGURE 4 


Key Considerations for Investing in Canada 
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had signed an agreement with 
Calgary-based oil sands company 

MEG Energy Corp. (MEG), to acquire 
a 16.69 percent stake in MEG. CNOOC 
Ltd. acquired 13,636,364 common 
shares of MEG for CAN$150 million. 


There are a growing number of 
Chinese investments in Canada out- 
side of the energy and resource sectors, 
even though these deals are small in 
value terms compared to resource 
sector acquisitions. Some examples 
from 2005 include the following. 


China Telecom Corporation Ltd. (a 
US subsidiary of the Chinese telecom 
giant) opened an outlet in Toronto 

as part of its international expansion 
strategy. Toronto-based TCM Inc., 
which exports Canadian wood frame 
construction technology and building 
materials to China, signed joint- 
venture agreements with Wuhu Shijie 
Hardware Co. Ltd. to open a branch 
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outlet in Toronto; with Taizhou Baile 
Pumps Ltd. to open a branch outlet in 
Toronto; and with Zhejiang Huarong 
Exhaust Purification Co. Ltd. to open a 
branch outlet in Toronto. Jilin Provin- 
cial Huang Investment Group Co. Ltd. 
signed a letter of intent with Regina- 
based Al Soybean Enterprises Ltd. to 
invest in reforestation activities in 
Canada using Jilin Provincial’s irriga- 
tion technology. And Chinese national 
retail giant, Hualian Supermarket Co. 
Ltd., opened a store in Richmond, 
British Columbia marking the first 
major Chinese investment in the 
Canadian retail sector. 


It is not clear that all of these deals 
will count as Chinese FDI in Canada, 
since some of them involve the use 
of subsidiaries in other countries and 
the use of capital that is technically 
sourced from within Canada, but 
which may well have originated 

in China. 


Prospects for Increased 
Chinese Investment in 
Canada 


While Chinese ODI is still small com- 
pared to major source countries, the 
economic fundamentals of rapid gross 
domestic product growth, deepening 
integration into global production net- 
works, persistent Current account sur- 
pluses, and a rising currency suggest 
that outward investment will expand 
steadily in the years ahead. A shift in 
policy to support outward investment 
since 2002 has accelerated the liberal- 
ization of regulations on ODI and 

has led to the creation of incentives 
and other mechanisms to encourage 
Chinese enterprises to “step out” as 
global investors. Our recent survey 
confirms that a significant percentage 
of Chinese firms intend to invest over- 
seas in the next two to five years. 


The same survey suggests, however, 
that Canada is generally not on 
China’s ODI radar screen. Only eight 
percent of respondents said they 
would consider investing in Canada. 
Moreover, 40 percent of respondents 
said they did not have a basic knowl- 
edge of investment opportunities 

in Canada. Curiously, respondents 
ranked the auto industry last among 
sectors in Canada considered to have 
good investment potential even 
though the same sample listed the 
auto and auto parts industry as the 
top priority for global investments 
Table 1). When asked about the 

key considerations for investing in 
Canada, respondents ranked quality 
of life as the most important factor, 
followed by access to the US market 
and availability of abundant and reli- 
able energy resources (Figure 4). A 
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number of core business attributes 
often touted as key draws for invest- 
ment in Canada, such as the availabil- 
ity of a skilled labour force, ranked 
surprisingly low on the scale of 
Chinese investor perceptions. 


It is not clear why Chinese enterprises 
do not rank Canada highly as an 
investment destination (setting aside 

a number of high profile energy- 
related opportunities, such as the oil 
sands in Alberta, which have clearly 
captured the attention of the Chinese, 
among other potential investors). Dur- 
ing the Minmetals-Noranda acquisi- 
tion talks, the antipathy and, in some 
cases, outright opposition expressed by 
some civil society groups, public intel- 
lectuals, and government officials was 
portrayed in the mainland Chinese 
press as a more generalized rejection 
of Chinese investment in Canada. 
This interpretation is, of course, 
unfounded, but it may play an 
enduring role in conditioning Chinese 
attitudes toward investment opportu- 
nities in Canada. Government and 
business leaders have attempted to 
dispel these misconceptions through 

a series of public pronouncements and 
promotional activities in Canada and 
in China. Recent visits by the premiers 
of Quebec, Saskatchewan, and Ontario 
underscored the attractiveness of the 
respective jurisdictions as destinations 
for Chinese outward investment. 
Premier Dalton McGuinty of Ontario 
put it most directly, in a speech to 

a largely Chinese business audience: 
“We understand China’s strategy of 
encouraging its enterprises to ’Go 
Global’, and we welcome Chinese 
investment in Ontario.” The federal 
government, in turn, is placing greater 


TABLE 1 
Most Promising Sectors for Investment in Canada 


Ranking The most promising sectors for investing in Canada are: 

1 Information and communication technology 

2 Energy 

3 Biotech 

4 Forestry 

5 Minerals 

6 Agriculture and agri-food 

7 Autos and auto parts (ue 


Source: Zhang (2005). 


serve as a demonstration effect for 
other Chinese enterprises to take a 
closer look at opportunities in this 
country. A little success can go a 
long way. 


effort to target China as a source of 
potential FDI for Canada, including 
seminars in China on Canadian 
investment opportunities. If the 
survey results are anything to go 

by, there is much work to be done 
in educating Chinese industrialists 
on Canada’s business climate and 
on investment opportunities outside 
of the resource sector. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


More importantly, the recent visit to 
Canada of President Hu Jintao resulted 
in the creation of a “strategic partner- 
ship” between the two countries. 
Implicit in the idea is the need to be 
open to two-way investment flows, 
including the possibility of Chinese 
investment in so-called sensitive 
resource sectors in Canada. While 
any such investments will obviously 
have to meet a market test, the signal 
from political leaders may be the 
encouragement needed for Chinese 
and Canadian counterparts to put 
deals to such a test. It will take no 
more than a handful of high profile 
Chinese investments in Canada to 
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Introduction 


hina has played an increas- 

ingly important role in the 

global economy, both as the 
world workshop of cheap consumer 
goods and as an emerging market with 
a huge demand for goods, services 
and, more recently, energy. The world 
is learning to live with an awakening 
Chinese dragon. How to make the 
most of the great potential among 
immigrants has been a key policy 
concern in Canada. However, there 
has been little discussion of the impact 
of Chinese immigrant entrepreneur- 
ship on Canada’s economic relation- 
ship with China. This article explores 
this important issue based on our 
Transnational Immigrant Entrepre- 
neurship (TIE) Study which collected 
survey and interview data on Chinese 
transnational entrepreneurship during 
three years of field work in Toronto 
and Beijing from 2003 to 2006. For 
the purpose of this article, trans- 
national entrepreneurship is defined 


FIGURE 1 


as border-crossing entrepreneurial 
activities and transnational entrepre- 
neurs as ethnic entrepreneurs whose 
business success relies on contacts 
and associations in Canada and their 
home countries. 


Transnational entrepreneurship has 
policy implications. First, it offers 

an alternative way of immigrant 
economic integration into the host 
society (Sanders and Nee, 1996; Zhou, 
2004). Second, it has great impact 
on economic development in China. 
Third and most important, bilingual 
and culturally versatile immigrants 
provide Canada with a shortcut for 
entering international markets (Light 
et al., 2002). Many immigrant entre- 
preneurs in Canada have been 
involved in transnational economic 
activities (Hiebert and Ley, 2003; 
Wong and Ng, 2002). However, the 
impact of transnational entrepreneur- 
ship on Canada’s economic relation- 
ship with China and other countries 
of origin has largely been ignored 
(Filion et al., 2001). 


Immigrants from China and Canada’s Trade with China (1995-2004) 


45,000 
40,000 
35,000 
30,000 
25,000 
20,000 


1995 1996 1997 1998 1999 


—+— Immigrants from China 


2000 2001 2002 2003 2004 


_—#=— Canada’s Trade with China (million C$) 


Sources: Industry Canada (2006); Statistics Canada (2004). 


HORIZONS VoLuME 9 NUMBER 2 


To unleash the entrepreneurial poten- 
tial among Chinese Canadians to assist 
Canada in accessing the China market, 
the first step is to make this hidden 
advantage visible and understand the 
dynamics that drive Chinese transna- 
tional entrepreneurship. In this article, 
we discuss the patterns and causes of 
Chinese transnational entrepreneur- 
ship in Canada. We also examine the 
impact of state policies and business 
associations on promoting transna- 
tional entrepreneurship. We conclude 
with recommendations aimed at 
strategically managing immigrant 
transnational entrepreneurship. 


Make the Hidden Advantage 
Visible 

Canada’s trade with China increased 
remarkably from $7.9 billion in 1995 
to $30 billion in 2004 (Industry 
Canada, 2006). However, in compari- 
son, Canada has been left behind 

by key competitors like Australia 

and smaller players like Brazil or 

the Philippines. Important economic 
indicators, including Canada’s share 
in China’s import and export and 
Canada’s investment in China, have 
hovered around one percent: what 
experts call “the one percent relation” 
(Gee, 2004). A pessimistic view has 
become dominant in the discussion 
of Canada’s role in China. Pundits 
and politicians are concerned about 
an even bleaker future where Canada’s 
role in China would be limited to 
being an exporter of trees and rocks. 


This situation is in stark contrast to 
the new wave of Chinese immigrants 
to Canada and the growing Chinese 
ethnic entrepreneurship since the 
1980s. The Chinese population now 


FIGURE 2 
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forms the third largest ethnic group in 
Canada, with China being the largest 
source of immigration to Canada since 
1998 (Statistics Canada, 2004). The 
growing population has provided the 
market, labour, and capital for Chinese 
ethnic entrepreneurship (Wang, 1999). 
The inflow of immigrants from China 
has been positively related to bilateral 
trade between Canada and China 
(Figure 1). From 1995 to 2004, each 
1,000 increase in the number of immi- 
grants from China was associated with 
about a $700 million increase in 
Canada’s trade with China. 


The TIE Study found that more than 
40 percent of ethnic Chinese entrepre- 
neurs are transnational. By contrast, 
80 percent of Canadian small busi- 
nesses rely heavily on the local mar- 
ket. Transnational entrepreneurship 
consists of the more dynamic part of 
ethnic entrepreneurship. Compared 
with domestic enterprises that prima- 
rily focus on the Canadian market, 


transnational enterprises have larger 
revenues, hire more employees, and 
grow faster. Transnational enterprises 
have successfully expanded to the 
manufacturing sector, while domestic 
businesses are concentrated in the 
service and retail sectors (Figure 2). 
Transnational entrepreneurship sig- 
nificantly contributes to international 
trade. On average, international trade 
makes up 30 percent of transnational 
enterprises’ annual revenue, 15 times 
that of non-transnational businesses 
(Table 1). 


China is the market on which the suc- 
cess of most transnational enterprises 
depends. Locating at the frontiers of 
two cultures and markets, ethnic 
entrepreneurs are in a unique position 
to identify, synthesize, and capitalize 
on new ideas and practices. The type 
of transnational business (such as 
international trade, education, 
telecommunications, tourism, media, 
or immigration services) suggests that 
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TABLE 1 


Transnational Entrepreneurs and Domestic Entrepreneurs 


Transnational 


Characteristics 


International Trade 


Domestic 
Entrepreneurs 


Transnational 
Entrepreneurs 
% 


Proportion of import in total purchase 19 40 4 
Proportion of export in total sales 9 20 1 
; Proportion of import and export 

in revenue 14 30 2 
Bridge Building 51 15 34 
Travel 

Proportion of entrepreneurs reporting 

that business required frequent travel 

abroad 29 57 8 


Source: Transnational Immigrant Entrepreneurship Study (2006). 


many such businesses are based on the 
trading of information, goods, services, 
technologies, knowledge, and culture 
between Canada and China. 


As importantly, the social, cultural, 
and geographical distances between 
Canada and China have created 
opportunities for Chinese Canadians 
to act as bridge builders; more than 
60 percent of transnational entrepre- 
neurs have helped Canadian firms do 
business in their home countries and 
vice versa. 


Understand the Dynamics 
of Transnational 
Entrepreneurship 


Border-crossing networks, cross- 
cultural knowledge, and new com- 
munication technologies give ethnic 
entrepreneurs a head start to par- 
ticipate in transnational economic 
activities. Transnational entrepreneurs 
have larger, more resourceful, and 
more diverse networks than non- 


transnational entrepreneurs, both in 
Canada and in their home countries. 
Geographically dispersed networks 
require continual maintenance and 
strategic planning. Transnational 
entrepreneurs travel at least once 

a year to the home countries for 
business reasons. The Internet is espe- 
cially instrumental in building and 
maintaining border-crossing networks. 
Facilitated by modern telecommunica- 
tion technologies, transnational entre- 
preneurs keep intensive contact with 
business partners in their countries 

of origin. Having a business web site 
significantly increases the chance of 
participating in transnational entre- 
preneurship as well as the intensity 

of that participation. 


More importantly, transnational 
entrepreneurs and their networks are 
grounded in opportunity structures 
based on the interaction of states, 
markets, communities, and personal 
resources in Canada and China. The 


macro conditions — Canada’s immi- 
gration policies, China’s development 
strategies, and the economic ties 
between the two countries — set the 
stage for transnational entrepreneur- 
ship. Without such conditions, there 
would be little room for even the most 
creative and networked entrepreneurs 
to manoeuvre. 


The Chinese government has made 

it a national project to attract ethnic 
Chinese to return and do business. 
The Chinese government has built 
more than 60 industrial incubators 
for overseas Chinese, accompanied 

by a series of programs providing seed 
capital, tax reductions, and expedited 
government services. Chinese diplo- 
mats frequently attend business events 
in the immigrant community to 
promote these programs. Overseas 
Chinese have invested US$336 billion 
in China, accounting for more than 
half of the total foreign direct invest- 
ment that China has received since 
the 1980s (Levitt and Glick-Schiller, 
2003). Enterprises launched by 
transnational entrepreneurs have 
grown exponentially in China. For 
instance, the Zhongguancun Science 
Park in Beijing — the flagship of the 
state-sponsored transnationalism — 
has established offices in Toronto, the 
Silicon Valley, Amsterdam, and Tokyo. 
The mission of these offices is to facili- 
tate overseas Chinese to start up high 
tech businesses in the Science Park. 
More than 2,000 businesses have been 
founded by overseas Chinese in the 
Science Park since 2000.! 


Ethnic business associations actively 
promote trans-Pacific trade and 
investment by organizing trade 
shows, workshops, seminars, and 
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networking events, inviting and host- 
ing business delegations from China, 
and reaching out to mainstream firms 
and business associations. Transna- 
tional entrepreneurs are significantly 
more likely to be members of business 
associations than domestic entrepre- 
neurs. À survey identified 85 Chinese 
ethnic business associations in 
Canada. More than half of them 
reported that a majority of members 
were involved in transnational busi- 
nesses (Asia Pacific Foundation of 
Canada, 2004). Yet, our interviews 
with business association leaders sug- 
gest that they face considerable chal- 
lenges and obstacles in promoting 
transnational entrepreneurship. 


Canada’s immigration policy has also 
affected transnational entrepreneur- 
ship. Our study shows that immi- 
grants under different categories of 
admission have different patterns of 
transnational entrepreneurship. Two 
thirds of entrepreneurs who came to 
Canada under the business class cate- 
gory are transnational, significantly 
higher than those who came under 
other categories. Entrepreneurs who 
came to Canada under the skilled 
immigrant class category also have 

a higher than average rate of partic- 
ipating in transnational business 
activities. However, compared with 
the Chinese government, it seems 
that Canada lacks a strategy to ride 
the transnational tide and tap into 
the potential of Chinese trans- 
national entrepreneurship. 


Managing Transnational 
Entrepreneurship 


If the current trend continues, Chinese 
transnational entrepreneurship — 
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embedded in border-crossing networks 
and facilitated by modern communi- 
cation technologies — will follow an 
upward curve in the near future. 
Entrepreneurship is an important 
dimension of the policy mix for a 
Canada that aims to excel in the 
global economy. We conclude with 
policy recommendations on strategi- 
cally managing transnational entre- 
preneurship that would enhance 
Canada’s economic relation with 
China and beyond. 


Ride the transnational tide: The TIE 
Study found that ethnic entrepreneurs 
have obtained relatively little assis- 
tance from Canadian government 
agencies. Six out of ten entrepreneurs 
did not obtain any type of assistance. 
Government business programs 
should reflect the possibilities opened 
up by transnational entrepreneurship. 
Existing programs that promote the 
international expansion of Canadian 
businesses can be expanded by 
actively engaging ethnic entrepreneurs 
and their associations. 

Modelling on initiatives promoting 
Aboriginal entrepreneurship and 
women’s entrepreneurship, specific 
programs can be developed to support 
transnational businesses by setting 

up pilot projects with Export Devel- 
opment Canada, the Business Devel- 
opment Bank of Canada, and 
International Trade Canada’s Program 
for Export Market Development. 


“Mainstream” transnational entre- 
preneurship: Our TIE Study found 
that the most successful transnational 
enterprises often have a management 
team of diverse ethnic backgrounds. 
To grow, ethnic entrepreneurs need 
to be part of the mainstream business 


networks. However, this is a daunting 
task for most immigrant entrepreneurs 
who have to go through a time- 
consuming process to build their 
networks in Canada. Moreover, many 
ethnic business and professional 
associations lack experience in the 
Canadian way of advocacy and net- 
working. Government agencies and 
main-stream business associations can 
bring together ethnic and mainstream 
businesses through facilitating cross- 
cultural buddy programs and mentor- 
ing programs. Role models and best 
practices should be featured and cele- 
brated. It will benefit both ethnic 

and mainstream businesses. 


Increase awareness of governmental 
resources: During our field work in 
the last three years, we found that 
valuable information and resources 
relevant to transnational entrepreneur- 
ship have not been integrated into a 
comprehensive resource database in a 
user-friendly fashion. Many entrepre- 
neurs are not aware of such informa- 
tion and resources. Partnering with 
experienced think tanks, research 
institutes, and business associations, 
the federal government can establish 
an integrated resource database with 
limited cost. Our study found that 
transnational entrepreneurs are Inter- 
net savvy. A resource database linked 
to key web sites could greatly facilitate 
information searches and networking. 


Fund regular research on transna- 
tional entrepreneurship: Govern- 
ments at the federal and provincial 
levels should commission more 
research on transnational entrepre- 
neurship. Up until now, there has 
been little Canadian research on 
transnational entrepreneurship. 
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Among the few existing studies, most 
have been qualitative and shed little 
light on the scope and mechanism 
of transnational entrepreneurship. 
Yet, regular, long-term, and compara- 
tive research on transnational entre- 
preneurship is much needed. Such 
research will provide policy makers 
with valuable knowledge with which 
to tackle issues on engaging the 
Chinese dragon and other key inter- 
national markets. 


We express our appreciation for the 
financial support provided by the 
Social Science and Humanities 
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Research Council of Canada, New Ini- 
tiatives in the New Economy (2003- 
2007), the Vivienne Poy Chancellor’s 
Fellowship in the Humanities and 
Social Sciences, and the Dr. David Chu 
Fellowship in Asian Pacific Studies. 


1 See <www.zgc.gov.cn>. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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Ecological Migration: 
Definition and Objectives 


cological migration (shengtai 
D yimin) refers to a special type 

of human migration for reasons 
of changes and problems in ecological 
environments.2 Chinese academics 
have yet to agree on a common defini- 
tion of ecological migration (Shiyuan, 
2005), but generally, discussions about 
this concept focus on two aspects. One 
is the relocation of people from areas 
that are ecologically fragile to other 
places that are less vulnerable. This is 
done for a number of reasons includ- 
ing environmental preservation or 
protection, recovery of damaged 
ecosystems, poverty reduction and 
elimination, or economic develop- 
ment. The other concerns the well- 
being of those affected in the process, 
mostly farmers and herders (Linlin 
and Zhiming, 2004). Typically, 
Chinese scholars have focused on the 
former, that is, the scope and objec- 
tives of ecological migration. 


A consideration of ecological migra- 
tion from this more common perspec- 
tive can be further broken down based 
on the place of origin or the destina- 
tion. Regarding place of origin, it refers 
to areas that are ecologically fragile 
and of important ecological function. 
Ecologically fragile areas include those 
of severe and medium drought, as 
well as deteriorated ecological environ- 
ments. Areas with important ecologi- 
cal function include the source regions 
of the Yangtze and Yellow rivers, eco- 
logical barrier regions, and nature pre- 
serves. The gradual out-migration of 
people from these areas could alleviate 
the pressure of population on the eco- 
logical environment, and achieve the 
“win-win” of economic development 


and environmental protection. With 
regard to place of destination, it 
involves the relocation of communi- 
ties either to a different area in the 
same county/village, or resettlement 
away from one’s own county/village 
(Jianjun, 2005). The latter usually 
happens in China. 


Origins of Ecological 
Migration in China 


In China, ecological migration came 
into being in the early 1980s, along 
with the process of poverty alleviation. 
In 1982, because of the environmental 
degradation in the mountainous areas 
of Southern Ningxia Hui Autonomous 
Region, some residents could not sus- 
tain their livelihood due to drought 
and the erosion of water and soil. 
These areas were later identified as 
“poverty-stricken” by the Chinese 
government. Residents, most of 
whom are ethnic Hui and Muslim, 
were encouraged to resettle collectively 
to a different area. Diaozhuang, or 
migration of the whole village, was 
then carried out. This is the beginning 
of ecological migration in China. By 
the mid-1980s, this migration policy 
to alleviate poverty was expanded 

to the arid areas in western China, 
mainly in Dingxi County in central 
Gansu Province and the Hexi Corridor 
Region, in the northwest of the 
Province. Meanwhile, the regional 
comprehensive activities of poverty 
reduction and development had been 
carried out (Ning, 2003). In 1994, the 
Chinese government began to imple- 
ment the “Eight-Seven Poverty Allevia- 
tion Reinforcement Plan” (1994-2000), 
that is to assist 80 million people in 
obtaining sufficient food and clothing 
within seven years (The State Council, 
1994). Accordingly, most provinces 
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and autonomous regions in China 
took measures to implement this 
policy to alleviate poverty and protect 
the ecological environment. Many 
families were relocated (Jiletu, 2005).4 


Ecological migration became even 
more popular in China after the 
Chinese government began to imple- 
ment the West Development Strategy. 
The Government identifies the better- 
ment of the ecological system as one 
of the major objectives, in addition to 
infrastructure construction and attract- 
ing investment capital. Three cases 

in particular garner much attention. 
The first is the relocation of herders 

in the Alashan District, western Inner 
Mongolia, in a “grain for green” effort 
(i.e., returning farmland to forests, and 
animal breeding grounds to pastures), 
and to control dust storms. The sec- 
ond one involves 152 Ewenki hunters 
in Aoruguya, northeastern Inner 
Mongolia. This last hunting tribe 

in China migrated to the outskirts 

of Genhe City (260 km away from 
Aoruguya) from the Greater Hinggan 
Mountains, to improve the living con- 
ditions of the minorities. The third 
case centres on the grain for green 

and ecological migration project in 
San Jiang Yuan region in southern 
Qinghai Province, where nearly 80,000 
herders, mostly Tibetans, finished their 
migration process by the end of 2005. 
San Jiang Yuan gets its name from the 
fact that it is the source of three rivers 
in China, the Yangtze, the Yellow River 
and the Lan-cang-jiang. When these 
cases were reported, ecological migra- 
tion began to gain popularity and 
publicity. So far, 0.7 million people in 
western China have been relocated in 
the context of ecological migration 
since 2000; additionally, more than 
seven million people will do so in 

the near future. 


Key Geographic Areas of 
Consideration 


The western regions, which accounts 
for 60 percent of the country’s total 
land area, include five autonomous 
regions (Inner Mongolia, Xinjiang, 
Ningxia, Guangxi, Tibet) and seven 
provinces (Yunnan, Guizhou, Qinghai, 
Gansu, Sichuan, Shanxi, Chongqing). 
Unfortunately, however, these regions 
face a deteriorating ecological environ- 
ment where desertification and soil 
and water erosion have become great 
threats to people’s livelihood and a 
barrier to economic development. 
Eighty percent of China’s 3.6 million 
km? area is affected by water and soil 
erosion, and 90 percent of the nation’s 
2.6 million km2 desertified area is 

in the western regions. In addition, 
90 percent of China’s natural grass- 
lands are being destroyed to varying 
degrees; about 180 million hectares 
have been severely damaged. Every 
year, deteriorated grasslands increase 
by two million hectares and natural 
grasslands shrink by more than 
650,000 hectares (The State Environ- 
mental Protection Administration, 
2004). The unlimited exploitation of 
resources, such as unrestricted farm- 
ing, overgrazing, and deforestation, 
has been the driving factor for the 
ecological degradation. 


The ethnic composition of these 
regions is distinct. China is a unified 
multi-ethnic (duo min zhu) country 
with 56 ethnic groups. Compared 
with the Hans (Han chu, the majority) 
which make up 91.6% of the popula- 
tion, the other 55 ethnic groups are 
relatively small in number, hence the 
term, “ethnic minorities” (Shao su min 
zhu). Nevertheless, China’s ethnic 
minorities are mostly distributed in 
the western regions. 


Major Ecological Migration 
Policies in China 


Relocation falls under the govern- 
ment’s mandate of poverty alleviation. 
In June 2001, the State Council of the 
People’s Republic of China declared 
the Outlines of China for Poverty 
Relief and Development in Rural 
Areas (2001-2010). Its 19th article 
states as objectives: “To push forward 
voluntary migration stably” and; “To 
cast off poverty by grain-for-green 
migration for the poverty-stricken 
people living in areas in poor condi- 
tion area with few natural resources” 
(The State Council, 2001). In the 
same year, the former State Develop- 
ment Planning Commission (SDPC) 
announced Implementation Sugges- 
tions to the Poverty Reduction and 
Development by Migration Trial 
Project. It outlined six principles: 
combine poverty alleviation with 
ecological construction, be voluntary- 
based, give overall arrangement and 
policy guarantees, be sure there is 
development before migration, focus 
on efficiency and adjust measures 

to local conditions, and make steady 
progress according to one’s abilities 
(SDPC, 2001). 


Since January 2003, the grain for green 
project has been carried out in a num- 
ber of rural areas. The State Council 
published Regulations on Reforesting 
Cultivated Land, Decree No. 367 of 

the State Council, in which the fourth 
article states: 


Protection of the ecological envi- 
ronment should prevail in the 
process of grain for green. Apart 
from that, grain for green needs to 
be premised on the following: the 
adjustment of the rural industrial 
structure, the development of rural 
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economy, the prevention and con- 
trol of water and soil erosion, the 
protection and construction of the 
basic farmlands, increasing produc- 
tion of food, as well as promotion 
of the country’s resource construc- 
tion and the implementation of the 
ecological migration. 


In addition, its 54th article reiterates 
that “ecological migration in the 
process of grain for green is encour- 
aged. People who were relocated will 
be given appropriate subsidies for their 
producing and living facilities” (State 
Council, 2002). 


Meanwhile, the project of turning 
animal breeding grounds to pastures 
has been implemented in the pastoral 
areas. In 2003, the government created 
a plan to recover nearly one billion mu 
or about 66.7 million hectares of 
pastures in five years. This represents 
almost 40 percent of the degraded 
pastures in China. At the same time, 
the project of turning animal breed- 
ing grounds into pastures begins in 
eastern and northern Inner Mongolia, 
northern Xinjiang Uygur Autonomous 
Region, and the east part of the 
Qinghai and Tibetan Plateau. Accord- 
ingly, shifting cultivation and rota- 
tional grazing based on a division of 
areas and cattle enclosure in feedlots 

is carried out. 


The grain for green project includes 
the migration of farmers and herders; 
subsequently, the relevant compensa- 
tion policy is a key component of this 
undertaking. The migration in the 
Alashan District of western Inner 
Mongolia is a case in point. The 
project of ecological migration affects 
three counties and 36 townships 
(Xiang zhen or Sumu), and the migra- 
tion of 6,624 households, including 


24,467 peasants and herders, in five 
years. Herders who were transferred 
into planting and irrigation areas 

will get 20,500 yuan or US$2,530 per 
household for housing, shed building, 
as well as migration and living subsi- 
dies. They are also given enough 
plough land (1.3 to 2 hectares, with 
water, electricity, a shelter belt, and 
other facilities) as compensation for 
their original land or pasture and the 
producing facility. No compensation 
for the means of production and 
livelihood that could be shared in 
both farming and pastoral areas is 
offered. The allocation policy for the 
herders employed in the secondary 
and tertiary industrial sectors includes 
transferring their hukou (residence 
registration) from rural to urban, 

and free transfer of business areas with 
a minimum of 600 m2 per household. 
In addition, each household will be 
awarded 30,500 yuan or $3,765 as 
compensation, of which 1,000 yuan 
or $123 is for transportation costs, 
1,000 yuan is a subsidy for cattle sheds 
and producing materials, 10,500 yuan 
or $1,296 is a subsidy for household 
establishment (30 m2/household, 

350 yuan/m?), and 18,000 yuan or 
$2,222 is a living allocation to help 
get production restarted (4,500 yuan/ 
person, four people/household) 

(Shi Guoging, 2005). For the ecological 
migration project in San Jiang Yuan 
region in southern Qinghai Province, 
the local policy says that the duration 
of the grazing prohibition would be 
10 years; feedstuff subsidies could be 
given to those who were relocated 
involuntarily and the amount 

of the cattle should be limited. 


According to the relevant statistics, 
in recent years around a quarter of 
the herders (5,000 households, about 


20,000 people) in the region left vol- 
untarily and relocated to the outskirts 
of the cities and towns (Yunxiang, 
2005). Qumarléb County, located in 
Gyégu Tibetan Autonomous Prefecture 
in Qinghai Province, has become the 
first county in the source region. 
During 2005-2009, 1,000 households 
of herders from Qumarléb will settle 
in Golmud City, west of Qinghai 
Province. The ecological migration 
project in Qumarléb County, with a 
total investment of 67 million yuan 
or $8.27 million, plans to recover all 
of the country’s 8.73 million mu or 
0.582 million hectares of degraded 
pasture in 10 years (Shoude and 
Qinhua, 2005). 


Sustained and ongoing efforts resulted 
in the improvement of the ecological 
environment and the living standard 
of the farmers and herders in western 
regions. Some of the places mentioned 
above have demonstrated that these 
efforts are beneficial ecologically, 
economically, and socially, offering 
hope in the recovery of the western 
ecosystem. Nevertheless, the ecological 
migration is still a pilot project. Some 
issues warrant further exploration. 


Challenges and Strategies of 
Ecological Migration 


Ecological migration in China is 
mainly a government-led initiative 

to develop the western regions while 
improving the standard of living of 
its inhabitants. That said, ecological 
migrants face big challenges, such as 
resettlement in different places, transi- 
tion of occupation, adaptation to 
urban life from rural areas, and main- 
taining cultural traditions. In some 
cases, migrants even went back to the 
mountains the very day after they 
were settled down in the modern 
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houses offered by the government 
for free, embarrassing the local 
government officials. But how can 
these issues be solved in an appropri- 
ate and reasonable manner? In my 
opinion, the answer is to approach 
solutions from the perspective of 
cultural ecology. 


Ecological migration is a rather 
complex process that requires consid- 
erations in terms of ecological and 
environmental issues as well as social 
and cultural issues. Since China’s eco- 
logical migration is mainly in western 
areas that are home to many ethnic 
minorities, the implementation of 
migration needs to take into account 
both the need for environmental pro- 
tection and biological diversity as well 
as cultural diversity. The continued 
degradation of the ecological environ- 
ment will lead to the disappearance 
of traditional knowledge. Therefore, 
ecological migration itself is a kind 

of economic behaviour, but contains 
cultural meaning. 


Cultural ecology is a sort of environ- 
ment that respects/tolerates differences 
and stimulates creativity. To some 
extent, cultural ecology in a certain 
place means the whole historical and 
cultural scene. It is the vital cultural 
characteristics that differentiate one 
place from the other. As for the protec- 
tion of the cultural ecology in certain 
places, we could not consider it just as 
a protection for the conservation of 
cultural artifacts and nature preserves, 


but rather, the continuation of the 
cultural tradition in the region. 


How do we protect cultural ecology 
during the ecological migration? First, 
the government should fashion the 
overall plan from the perspectives 

of the ecological environment, 
peoples livelihood, construction of 
infrastructure, construction of public 
service facilities, and so on. Second, 
we should approach ethnic-cultural 
diversity comprehensively. During the 
ecological migration, we should take 
into account people’s influence on 
the environment and the relationship 
between adaptation and decision 
making. Consider “pasturalogy” or 
the study of the pastoral nomads 

as cultural anthropology, or cultural 
ecology rather than only economics. 
As for the ecological migration, we 
need to recognize the economic, 
cultural, environmental, and psycho- 
logical costs of migration. Third, when 
we review past experiences, we find 
that we need to build national ecologi- 
cal reserves, perfect the system of eco- 
logical compensation, and establish 
the mainstay industries to achieve har- 
monious and comprehensive develop- 
ment. Furthermore, the ecological 
wisdom accumulated over time in 
every ethnic group should be sum- 
marized systematically. Finally, more 
community resources should be 
explored and utilized instead of using 
only investments and assistance from 
the government. 


Notes 


1 The production of this paper is supported 
by the research program, the Ecological 
Migration of Nomadic area in North-west 
China, thanks to a grant from the 
National Social Sciences Foundation of 
China (Also, I am thankful for the sug- 
gestions from Professor Jiiang Deshun 
(Chinese Academy of Social Sciences) 
and for the help from Liu Hai (Central 
University for Nationalities). 


2 The term “ecological migration” can be 
traced back to Henry Chandler Cowles 
(1869-1939), an American scientist and 
a pioneer investigator of plant ecology 
in the United States. Cowles studied sand 
dune vegetation and developed the con- 
cept of plant succession. His thesis, the 
“Ecological Relations of the Vegetation of 
the Sand Dunes of Lake Michigan”(1899), 
which outlined the concept of ecological 
succession, introduced the concept of 
“biological community migration” to 
ecology. Cowles’ concepts became a 
fundamental tenet of modern ecology 
in terms of communities and succession 
and helped bring attention to the 
dynamic nature of biotic populations 
(New Encyclopedia Britannica). 


3 This course of action in particular 
was pursued in the western regions 
of Ningxia, Inner Mongolia, Yunnan, 
and Guizhou, all of which have a fragile 
natural environments as well as large, 
poor populations. 


4 According to a survey done by the 
National Bureau of Statistics in China, 
by the end of 2003, the absolute poor 
population in the rural areas throughout 
China was 29 million, with a poverty rate 
of 3.1 percent. That was calculated on the 
standard of 637 yuan ($76.90) of annual 
net income per capita. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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he rise of China has been 

nothing less than spectacular. 

Annual growth in real gross 
domestic product (GDP) has averaged 
9.7 percent since 1990 — roughly four 
times that of Canada over the same 
period and by far the fastest in the 
world for any large economy. While 
this rate of growth is on par with 
the rise of the Asian tigers in the 
late 1970s and early 1980s and Japan 
before them in the 1960s, one must 
remember that China’s population is 
more than four times larger than all 
of those countries combined making 
this rate of growth even more impres- 
sive and greater in its potential impli- 
cations for the global economy. Thus, 
while 30 years ago few would have 
recognized what have now become 
household names, such as Toyota, 
Sony, and Samsung, it is almost 
impossible to imagine what the 
global economic landscape may 
look like 30 years from now and 
what companies of Chinese origin 
may be added to our lexicon if these 
growth rates continue. 


We must be careful, however, not to 
overstate the impact for Canada of 
China’s growing prosperity. The grav- 
ity model is one of the most widely 
used in international economics and 
is useful to illustrate this point. Under 
the gravity model, international eco- 
nomic interactions depend primarily 
on two factors; economic size of the 
parties and the physical distance sepa- 
rating them. Specifically, the volume 
of trade or other commercial relations 
between two countries should increase 
with their real GDPs and diminish as 
the distance between them becomes 
greater. Applying this simple analysis 
to the Canada-China relationship, 


even given the current and future 
potential economic size of China, 
which should increase economic 
relations between the two countries, 
it is important to remember that dis- 
tance still matters, and simply put, for 
Canada, China is far away. This will 
naturally place a limit on the extent 
to which Canada will be impacted by 
the rise of China. Japan, as an exam- 
ple, is the second largest economic 
country in the world — approximately 
three times the current economic size 
of China. Yet Canadian exports to 
Japan still only accounted for 2.1 per- 
cent of total Canadian merchandise 
exports in 2004 and 2.9 percent of 
foreign direct investment (FDI) in 
Canada. Thus while the large and fast 
growing Chinese consumer market 

is important for Canada, we must be 
careful to not overstate that impor- 
tance. Even with China as Canada’s 
second most important source for 
imports and rising in importance as 

a destination for exports, the United 
States, due to the size and proximity 
of that market, remains Canada’s most 
important international commercial 
partner for the foreseeable future. To 
further illustrate this point, Canada 
exports about the same amount of 
merchandise to the US state of Georgia 
as it does to China. Even if Chinese 
GDP were to double, the gravity 
model would suggest that, in terms of 
importance as a trading partner, China 
would be on about the same scale as 
Texas is today. 


What distinguishes China’s growth 
today from that of its Asian neigh- 
bours in the past is the global context 
in which this growth is occurring. The 
last two decades have seen a conver- 
gence of a number of international 
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FIGURE 1 
A Simplified Value Chain 
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trends. Many countries have moved 
away from strategies of import substi- 
tution toward outward-oriented mar- 
ket economies. This, combined with 
ongoing liberalization of trade and 
investment, Opens up vast new 


from greater distances, more easily, 
and at lower costs. At the same time, 
an increasingly competitive and open 
global economy forces all companies 
to lower costs and find more efficient 
ways of doing business. These trends 
have led companies to diversify and 
locate their production process in dif- 
ferent countries based on comparative 
advantage, giving rise to the global 
value chain. 


markets and locations from which to 
conduct business. In addition, declin- 
ing transportation costs, particularly 
for air travel, and improvements in 
telecommunications technologies 
allow operations to be controlled 


FIGURE 2 
Growth in Global Value Chains 
Growth in Nominal GDP 
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Figure 1 depicts a stylized value chain. 
Historically, multinational enterprises, 
in many cases, served international 
markets through the establishment 

of branch plants (horizontal invest- 
ments). These plants were essentially 
smaller-scale versions of the parent 
company replicated throughout the 
world with many, if not all, of the 
functions within the value chain 
reproduced at each location. Under 
this system, there is little room for 
specialization and economies of scale 
except in the largest of markets, and 
there is Little incentive to locate func- 
tions beyond what is needed to serve 
the local market. With the changes 

in the global business environment, 
this is now giving way to the forma- 
tion of global value chains. Firms are 
increasingly driven and able to locate 
individual stages within the produc- 
tion process anywhere in the world, 
based on where it is most efficient 

to do so (vertical investment). This 
includes manufacturing and, increas- 
ingly, functions that were previously 
associated with the headquarters, 
research and development (R&D), and 
many services — what many refer to as 
offshoring. Under global value chains, 
those locations that offer a competi- 
tive advantage have the potential to 
attract vast amounts of investment 
with a mandate to provide a particular 
function to a larger operation which, 
in turn, also serves a larger regional 

or global market. The emergence of 
global value chains has made a signifi- 
cant contribution to the rapid growth 
of the Chinese economy and it is 
within this context, as a competitor 
in global value chains, through which 
the rise of China will have the greatest 
impact on the Canadian economy. 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLume 9 NUMBER 2 


| 


Global value chains are not new, but 
their development has intensified 

in recent years, and they are now 
reaching a sufficient size to warrant 
further emphasis for policy develop- 
ment. It has been well established 
that growth in international trade 
has significantly outpaced growth in 
domestic production. Between 1982 
and 2004, growth in global merchan- 
dise trade grew 413 percent compared 
to 246 percent for world GDP — 
roughly 1.7 times faster. While some 
of this would undoubtedly be trade 
in new products, much of it is trade 
in intermediate inputs as characterized 
by global value chains (Conference 
Board, 2005: 89-90). But global value 
chains are much more than the frag- 
mentation of only the production 
process; all stages in the value chain 
are becoming increasingly footloose. 
No one statistic measures the rise of 
global value chains, but combined, 
they paint a fairly vivid picture. Since 
1984, world outward foreign direct 
investment (FDI) expanded 6.2 times 
faster than production, sales of foreign 
affiliates (FA) by 2.3 times and royal- 
ties and licence fees (trade in know- 
ledge) by 4.0 times (see Table 1). 


To some extent, what is referred to as 
global value chains may be more cor- 
rectly characterized as regional value 
chains. Trade within the Asia region, 
for example, and despite no formal 
integrating trade agreement, is actually 
very integrated. As seen in Table 1, in 
2004, 56 percent of Asian trade was 
inter-regional, that is, it took place 
with other Asian countries. This is 
up from 44 percent in 1989. Despite 
formal trade agreements in North 
America and Europe, trade within 
those regions is relatively unchanged 


TABLE 1 
Source of Imports 


Source of Imports 


NAFTA 


Importer 


Rest of 


Source: IMF Direction of Trade Statistics. 


over time but is fairly high at 36 per- 
cent for the North American Free 
Trade Agreement (NAFTA) region 

and 64 percent for trade within the 
European Union (EU) in 2004, with 
the number and size of countries 
involved playing a large role in the 
difference between the two numbers. 
Again, a prominent feature is not only 
the rise of China, but also other less 
developed countries with the rest of 
the world accounting for a larger share 
of global trade with all regions (DFAIT, 
2005: 26-28; CanadExport, 2005: 7). 
China is, in particular, well integrated 
into the Asian region with 44.6 per- 
cent of its exports going to and 

54.0 percent of its imports coming 
from the region. Many countries in 
the region now rank China among 
their largest trading partners in both 
directions. Likewise, other Asian 
countries account for a large share 

of foreign direct investment in China. 
In total, the region accounts for more 
than 60 percent of FDI in China, 
although Hong Kong alone accounts 
for 34 percent of this. It is estimated 
that as much as 25 percent of FDI 

in China may be round tripping by 


eat ane 
the world 


the world 32.9% 32.9% 15.8% 42.7% 


Chinese companies through third 
countries and back into China 
(Harold and Lall, 1993). 


Manufacturing is one of the most 
internationalized stages of the produc- 
tion process and the most relevant for 
a discussion about China. China has 
emerged as a manufacturing hub 
within Asia and, to a certain extent, 
the world. Currently, this production 
focuses on labour-intensive manufac- 
turing and assembly operations, but is 
quickly increasing in complexity and 
skill intensity. The impact of this for 
Canada is the same as for other coun- 
tries in the region, only moderated by 
distance. Where many products, such 
as toys and basic electronics, once car- 
ried the “made in Taiwan” or “made 
in Hong Kong” moniker, they are now 
stamped “made in China.” This forces 
countries within the region to adjust 
by occupying more skill-intensive 
stages of the production process. This 
has been the case for Japan. Japan 

has run trade surpluses consistently 
since 1980 as Japanese manufacturers 
became competitive in international 
markets.! Since 1995, however, income 
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FIGURE 3 
Share of Foreign Affiliate Sales from Exports 
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Source: U.S. Bureau of Economic Analysis and METI. 


generated from outward investments 
has roughly matched those from trade 
surpluses, illustrating the shift of the 


turer to a generator of knowledge as 
China and other countries within 
the region are better suited toward 


Japanese economy from a manufac- manufacturing. More than 65 percent 


FIGURE 4 
Final Use of Chinese Imports, 2000 
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of sales by Japanese manufacturing 
affiliates operating in China come 
from exports. This compares to 

36 percent for US affiliates, which 
are more focused on producing con- 
sumer goods to the local Chinese 
market (see Figure 3). Both US and 
Japanese affiliates in the electronics 
sector are more outward oriented but 
again, Japanese affiliates are much 
more so. But the movement of manu- 
facturing to other countries in the 
region is just beginning; Japan is still 
a relatively small investor abroad by 
international standards. 


Chinese import statistics provide fur- 
ther evidence of the extent to which 
trade in the region is linked to the 
location of production facilities rather 
than simply to serve growing domestic 
demand. More than two thirds of 
Chinese imports, for example, are for 
use in exports, with only one third 
going to domestic consumption (see 
Figure 4). In China’s single largest 
import category in 2000, machinery 
and equipment, more than half of 

all imports were used directly in the 
production of exports. Furthermore, 
China’s role in global value chains is 
also responsible for a significant share 
of Chinese growth. Foreign-controlled 
firms are expanding at a rapid pace in 
China. In 2004, 10.3 million Chinese 
were employed by affiliates of foreign 
multinationals; this is a nearly 50-fold 
increase since 1987. Similarly, as of 
2004, 57.8 percent of Chinese exports 
were made by foreign affiliates com- 
pared to only 18.3 percent in 1991. 
These data also capture the extent to 
which global value chains exist outside 
of an equity ownership structure. 


To this point, we have largely limited 
ourselves to describing global value 


a ih RR INI aN 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLuME 9 NUMBER 2 


chains as multinationals locating 
their operations abroad, but this only 
describes those activities that remain 
inside the firm (an equity ownership 
position). Arm’s-length transactions 
conducted through contracts also play 
a role in global value chains, but are 
much more difficult to measure. There 
is evidence that in sectors where pro- 
prietary knowledge is more important, 
equity-based value chains dominate. 
For example, domestic Chinese com- 
panies account for only 7 percent of 
Chinese exports of electronic circuits, 
15 percent of data processing 
machines and 4 percent of mobile 
phones. But in industries, where there 
is less proprietary knowledge to pro- 
tect, arm’s-length transactions domi- 
nate. Chinese-owned firms account for 
72 percent of yarn and fabric exports, 
5S percent of toys, and 63 percent of 
travel bags, even though they may 
still be selling into global value chains 
through contractual relationships 
where design functions and branding 
are performed by the multinational. 


Global value chains describe much 
more than the internationalization 

of manufacturing production. All 
stages of the value chain are becoming 
increasingly footloose and able to 
locate where the function in question 
can be performed most efficiently. 
Research and development is one of 
the most sought after functions within 
the production process. In addition 

to providing high-skilled and high- 
paying jobs, it is believed that R&D 
also produces many benefits to the 
host country through positive exter- 
nalities. As a result, many countries, 
including Canada, have policies and 
programs with the express purpose of 
increasing R&D performed within the 


borders of the country. For the most 
part, these programs focus on increas- 
ing R&D performance of domestic 
firms, and rightfully so given that 
R&D has traditionally been one of the 
least internationally mobile functions 
(UNCTAD, 2005: 121). There is how- 
ever, evidence that these functions 
too are becoming increasingly mobile 
internationally. A number of factors 
driving the internationalization of 


was about $2.9 billion. This is more 
than total spending on R&D in Ireland 
in 2002. With the 700 largest R&D 
spenders accounting for 69 percent 
of the world’s business spending on 
R&D, attracting and retaining this 
internationally mobile R&D is key for 
countries to improve their R&D per- 
formance. Canada has the highest 
share of R&D performed by foreign 
affiliates among the G7 at 34 percent, 


Thus while the current focus may be on China’s implications for 


global manufacturing and the so-called “China price,” it may not 


be long before higher skilled manufacturing, services and R&D face 


similar competition and price pressures. 


manufacturing production also enable 
the internationalization of R&D, such 
as the opening of markets, liberalizing 
of trade and investment barriers, and 
improvements to information and 
communication technologies. More 
open markets also contribute to 
greater competition, which drives 
firms to reduce the cost of research 
while increasing the need to speed 

up the process as the complexity and 
scale of projects also increase. German 
multinational enterprises (MNEs), for 
example, established more foreign 
R&D units in the 1990s then in the 
preceding 50 years (UNCTAD, 2005: 
124). Between 1993 and 2002, R&D 
spending by MNEs at their affiliates 
abroad grew at twice the rate of spend- 
ing in their home country. As a result, 
16 percent of all R&D spending by 
MNEs was outside their home country 
in 2002; this is up from only 10 per- 
cent in 1993. While this increase of 
six percentage points may not seem 
like much, just the increased share 

of R&D spending by US MNEs abroad 


roughly the same share of foreign con- 
trolled firms in the economy. Retain- 
ing this spending in Canada is critical. 


Not only are R&D services becoming 
more footloose, but developing coun- 
tries are increasingly able to compete 
for these functions. Historically, the 
majority of spending by MNEs outside 
of their home country was in other 
developed countries, but this too is 
changing. Again using US multina- 
tionals as an example, while all major 
regions saw an increase in US R&D 
spending, the developing world wit- 
nessed the fastest rate of growth with 
China leading the pack. China’s share 
of R&D spending by US multinationals 
abroad increased 25-fold between 
1990 and 2003, and spending in 
other less-developed countries 

also increased. As manufacturing 
production continues to move to 
China, there will also be a greater 
incentive to locate a certain amount 
of R&D there as well. Furthermore, 
the capacity to undertake research is 
increasing quickly. Although still 
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small in terms of the total population, 
China has a growing pool of highly 
skilled workers. In 2001, China had 
568,000 university graduates, 337,000 
of them in science and engineering. In 
2003, it is estimated that China gradu- 
ated 13,000 Ph.D.s in science and 
engineering, compared to 18,000 in 
the United States. A recent study by 
the Economist Intelligence Unit (2004: 
9) supported this finding with China 
appearing as the number one location 
for planned R&D expenditures by 
multinationals. Thus while the current 
focus may be on China’s implications 
for global manufacturing and the so- 
called “China price,” it may not be 
long before higher skilled manufactur- 
ing, services and R&D face similar 
competition and price pressures. 


The implications for policy develop- 
ment of the increasing importance 
of global value chains and the emer- 
gence of China are not yet clear. One 
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potential impact is that as the impor- 
tance of other factors affecting loca- 
tion decision diminish, there will be 
scope for government policies and 
services offered to play a potentially 
larger role in shaping the comparative 
advantage of alternate locations. 
Governments will be forced to choose 
their policy mix carefully and maxi- 
mize the efficiency of government 
services offered as the cost of not 
doing so may be rising. 


1 Some would also argue that an under- 
valued yen played a role in this trend. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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Introduction 


uring the last couple of 
decades, increased economic 
integration led by a reduction 


of barriers to trade and investment, 
economic reforms and technological 
progress have resulted in a dramatic 
increase in trade and investment flows 
and economic growth in some coun- 
tries.2 In this matter, China is an 
economy that draws the attention 

of academics as well as policy makers. 
The average annual growth rate of per 
capita gross domestic product (GDP) 
in China exceeded eight percent dur- 
ing the last decade. In 2003, China 
received about 10 percent of the world 
foreign direct investment (FDI) and 
became the world’s largest recipient 
of FDI for the second time. Similarly, 
China’s exports of goods and services 
registered more than a 23-fold 
increase, reaching US $322 billion 

in 2002. In nominal terms, China 
accounts for almost four percent of 
world output - more than 1.5 times 
bigger than Canada. Measured in pur- 
chasing power parity, China’s share 

of global output rose from close to 

11 percent in 2000 to over 13 percent 
in 2004 (Krueger, 2005). 


China’s sheer size, coupled with its 
rapid growth, low wages, and increas- 
ingly skilled work force makes it a 
major destination for international 
investments and a low-cost supplier 
of a wide range of goods and services. 
This paper examines how Canadian 
and US investors and exporters have 
responded to increased international 
market opportunities in general, and 
to China in particular. Are Canadian 
exporters and investors able to tap 
the increased market opportunities in 


China? Is Canada underperforming in 
exploiting its FDI and export opportu- 
nities in China? How does Canada’s 
performance compare with that of the 
United States? 


FDI and Exports to China 
from Canada and the 
United States 


China’s share of world inward FDI as 
well as exports has increased dramati- 
cally in the past decade. Between 
1992 and 2002, China’s share in world 
inward FDI increased from a little over 
one percent in 1990 to over six per- 
cent in 2002, and its import share 
almost doubled to 5.3 percent during 
the same period (Table 1). Casual 
observation suggests that while both 
the United States and Canada have 
somewhat followed the global trend 
in FDI and trade flows into China, 
Canada lags behind the United States. 
China’s share in Canada’s stock of 
outward FDI increased significantly 
during the early 1990s to 0.23 percent 
in 1995, but it fell to 0.14 percent in 
2003. China’s share in US outward 
FDI increased from 0.11 percent in 
1992 to 0.68 percent in 2002. In 
trade, the share of China in Canadian 
exports declined slightly, while it 
doubled to 3.2 percent in US exports 
between 1992 and 2002 (Table 1). 


In absolute terms, Canada’s total out- 
ward FDI stock nearly quadrupled 
between 1990 and 2003, and its 

stock in China increased from a 

low of CAN$25 million in 1991 to 
CAN$542 million in 2003, a 22-fold 
increase. The US outward FDI also fol- 
lowed the same pattern. While its total 
stock of outward FDI increased five 
times between 1990 and 2003, its 
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TABLE 1 

FDI and Exports from the World, Canada, and the United States 

to China 

1992 1995 2000 2002 

Chinese share in world 
merchandise imports (%) 27 25 3.4 aut, 
Chinese share in Canada and US exports (%) 
Canada 1.4 its: 0.9 1.0 
United States Te 2.0 2A 32 
Chinese share in world 
inward FDI (%) LATE AS 571 6.1 
Chinese share in Canada and US outward FDI stock (%) 
Canada 0.04 0.23 0.16 0.14 
United States 0.11 0.40 0.85 0.68 


Note: *Data for 1990. 


Source: Trade data: Trade data online (Canada), USITC online database, International Trade Statistics, 
WTO. FDI: US Bureau of Economic Analysis (2003, 2004). 


stock in China increased by 24 times 
from a level of US$426 million in 
1991 to US$10 billion in 2002. The 
inward stock of total FDI from all 
sources in China increased by 22 times 
from $21 billion in 1990 to US$448 
billion in 2002. These findings suggest 
that increased inflow of FDI into 
China from the United States and 
Canada are very much a part of 
global trend. 


Several factors may be responsible for 
the observed patterns in global, US, 
and Canadian FDI and export flows in 
China. Below, we discuss variables of 
the econometric model used in this 
study that played a key role behind 
the observed pattern of Canadian 

and US FDI and exports. 


The Model and Data 


Our empirical model is based on ear- 
lier theoretical as well empirical works 
in line with the gravity model. Both 
FDI and export flows in our model 


depend on a set of variables, namely 
GDP and its growth, labour compensa- 
tion, openness of the host countries, 
linguistic ties, and the geographical 
distance between the source and host 
countries. Similar sets of variables are 
used to explain the FDI outflows as 
well as exports although some vari- 
ables, such as geographical distance, 
matter more for exports and some 
other variables, such as labour cost, 
matter more for FDI outflows.* Gross 
domestic product measures the “mass” 
or size of an economy and is the 
attraction for trade and FDI flows.° 
Gross domestic product growth is also 
used as an explanatory variable to test 
the effect growth has on trade and FDI 
flows. Higher GDP growth might indi- 
cate changes in consumer behaviour 
(which may raise demand for imports 
and FDI inflows) and institutional 
changes (which may reduce trade 

and investment barriers). 


Geographical distance between host 
and source countries is used as a proxy 
for bilateral barriers to trade and 
investment. Longer geographical 
distance implies higher transaction 
costs of trade and investment between 
two countries. A higher degree of 
openness in the host country posi- 
tively influences both trade and FDI. 


Two countries that share a common 
language may have lower transaction 
costs for trade and investment 
between them.6 We use a dummy vari- 
able to represent the linguistic tie and 
include labour cost as an explanatory 
variable to test whether countries with 
lower labour costs will attract more 
FDI. In other words, is FDI looking for 
cheap labour? We also use labour cost 
to explain exports, because part of 
exports is FDI-induced.’ Any special 
relationship between a pair of coun- 
tries, such as bilateral agreements, and 
cultural and historical ties, may not be 
captured by the variables mentioned 
above. Some country dummies are 
included to capture these effects.® 


Annual data on each of the variables 
for Canada and its 54 partner coun- 
tries and for the United States and its 
95 partner countries for which data 
are available are assembled for the 
period 1989-2001 from various sources 
including the OECD OLISNET, the 
World Bank’s World Development 
Indicators, IMD WORLD Competitive- 
ness Yearbook (WDI), Statistics 
Canada, the United States, and the 
Bureau of Economics Analysis.? 


Empirical Results 


Separate estimations were under- 
taken for FDI and export equations 
for both Canada and the United 
States. As expected, GDP, trade open- 
ness, distance, and linguistic ties have 
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TABLE 2 
Comparing the Composition of Canadian and the US Outward FDI 
with Chinese Inward FDI: Average Share (%) by Industrial Sectors, 


a positive and statistically significant 
impact on both Canadian and US 
exports. The income elasticity of 


exports is almost the same for the 1992-2003 

two countries and close to one, while 

the distance elasticity is about 0.6 Canada* United States* China** 
for Canada and close to one for the Agriculture and fishing a 0.10 1.87 
United States. The impact of GDP Mian EN TE 2120 6.76 0.63 
growth is positive but only statistically = a 29 - - 
significant for Canada’s exports, and Manufacturing 18.10 27.96 70.03 
the impact of labour costs is negative Electricity, gas, and water supply - 1.44 2.42 
but only statistically significant for Construction 15D 0.16 1.14 
US exports. 

Le Trade and repair 9.78 2.09 
The behaviour of the US and Hotels and restaurants 0.88 - 
Canadian FDI outflows follows what — 

à ‘ . ; Transport and communication 9.66 2.14 62 
gravity models predict and is quite Tue 
robust across various model specifica- Financial activities 35,92 26.90 0.43 
tions. The income elasticity of the US Real estate and business services 22.60 13.00 
FDI outflows is slightly higher than Other services 3.16 0.85 6.26 
1.0 and that of Canada’s FDI outfl 
. A CCE hi cae Unallocated 4.43 0.43 0.51 
is slightly lower than 1.0. Geographi- 

Total 100 100 


cal distance negatively affects both 
Canadian and US FDI outflows, but 
the coefficient is close to 1.0 for 
Canada and about 1.4 for the United 
States. Both are higher in the case of 
exports. As expected, the impact of 
FDI openness and linguistic ties is 
positive and statistically significant. 
The crucial difference is that while the 
US FDI outflows increase with GDP 
growth in the host countries, Canada’s 
FDI outflows are indifferent. In addi- 
tion, Canada’s FDI outflows are sensi- 
tive to labour compensation in the 
host countries, while the US FDI out- 
flows are not. Dummies for the United 
States (Canada), Mexico, and China 
are not significant in the Canadian 
(US) equation, implying that no 

other variables are needed to explain 
Canada’s (the United States) FDI out- 
flows to these countries. 


Concerning Canada’s ability to exploit 
its full potential in foreign markets in 


Source: * Data for Canada and the United States are based on information from page 70 (Canada) 


and 379 (United States) (OECD, 2004). 


** Data for China relate to 2003, and were downloaded from China (2004). 


terms of exports and FDI and its per- 
formance with respect to the United 
States, a few observations can be made 
from the regression results. First, 
Canada’s exports are positively related 
to economic size as well as economic 
growth in the host countries, which 
seems to suggest that Canada is on its 
way to exploiting market opportuni- 
ties. Second, in FDI, although Canada 
is not underperforming in China, 
regression results suggest that eco- 
nomic growth in the host country is 
not a factor that Canadian investors 
rely on; it is the economic size that is 
more important. For the United States, 
in addition to economic size, eco- 
nomic growth in the host countries 
also influences the FDI flows. 


Although in-depth research at the 
industry level is needed to understand 
why Canadian investment behaviour 
looks somewhat different from that 
of the United States, we provide some 
plausible explanations. First and fore- 
most market opportunities in particu- 
lar areas of investment have to match 
with the comparative advantage of 
source countries. While the manufac- 
turing sector dominates the phenome- 
nal growth of FDI in China, the 
overall composition of Canadian 

FDI abroad is dominated by finance 
and mining. The US FDI base is 

more diversified and compares more 
readily with the Chinese appetite for 
FDI than does the Canadian FDI. 
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As shown in Table 2, from 1992 to 
2003, over 70 percent of inward FDI 
in China was in the manufacturing 
sector, while the share of services was 
about 24 percent. During the same 
period, financial activities accounted 
for 35.9 percent of Canada’s outward 
FDI, followed by mining (21.2 per- 
cent), manufacturing (18.1 percent), 
transport and communications 


(6.8 percent). This suggests that the 
industrial composition of outward FDI 


for the two countries is quite different. 


The United States invests relatively 
more abroad in manufacturing, busi- 
ness services, and trade than Canada. 
These sectors (especially manufactur- 
ing) are much less protected than 
financial markets and mining. Actu- 
ally, many countries, such as China, 


Canadian manufacturers invest less abroad than their 


US counterparts and there is a big demand for FDI in 


manufacturing in China. 


(9.7 percent), other services (8.2 per- 
cent), and construction (2.5 percent). 
This suggests that Canada concentrates 
on financial services and the mining 
sector when investing abroad. These 
two sectors accounted for over 57 per- 
cent of Canada’s outward FDI stock 
during the period. Financial markets 
and the mining sector are highly 
protected by most countries through 
ownership restrictions. There has been 
very little inward FDI flow in China in 
mining and finance, as shown in Table 
2, perhaps due to entry barriers. The 
share of mining in Chinese inward 
FDI in 2003 is 0.63 percent and 
finance and insurance is 0.43 percent. 


The industrial composition of the 

US outward FDI is less concentrated. 
During the same period, manufactur- 
ing accounted for 28.0 percent, fol- 
lowed by financial activities (26.9 
percent), business activities (22.6 per- 
cent), trade (9.8 percent), and mining 


try to attract more foreign investment 
in manufacturing through lower taxes 
and other policy tools. 


Therefore, it seems that US outward 
FDI is more demand-based and 
Canada’s outward FDI is more supply- 
based. This might partly explain why 
the United States invests more in big 
and dynamic economies than Canada 
does. These economies have huge 
demand for investment in manufac- 
turing, and US investors can do better 
than Canadian investors at meeting 
that demand. Foreign direct invest- 
ment from Canada flows to countries 
with fewer restrictions in the mining 
and financial sectors. These countries 
do not have to be big or dynamic. 
Such a mismatch between what 
Canada can provide and what China 
needs might be the major reason for 
the difference in the behaviour of FDI 
outflows between Canada and the 
United States. 


Concluding Remarks 


In brief, our econometric results sug- 
gest similarities as well as dissimilari- 
ties in the pattern of FDI and export 
flows from Canada and the United 
States. Both Canadian and US FDI 
and export performance in China 
are consistent with their overall pat- 
terns. Regression results do not suggest 
underperformance in China either 
by the United States or Canada. The 
crucial difference is that while US 
investors tend to invest more in 

the growing economies, Canadian 
investors are indifferent with respect 
to economic growth. In exports, it 

is the opposite. While exporters 
from Canada have responded posi- 
tively, US exporters are not sensitive 
to economic growth in the destina- 
tion countries. 


Canadian manufacturers invest less 
abroad than their US counterparts 
and there is a big demand for FD] 
in manufacturing in China. China 
has become a significant location 
for the export-processing link in the 
global supply chain. As pointed out 
in Dobson (2004), processed exports 
accounted for 56 percent of total 
exports in China from 1997 to 2002. 
The export share of foreign invested 
enterprises (FIEs) was 48 percent in 
China in 2002. 


Further studies at the industry/firm 
level are needed to understand why 
Canadian manufacturers invest less 
abroad. Based on conditions for China 


Poticy RESEARCH INITIATIVE 


HORIZONS VoLuME 9 NUMBER 2 


to be a WTO member country, China’s 
local financial and related markets 

will be more open in the near future, 
which is a good opportunity for for- 
eign financial companies. We expect 
Canada’s investment position in 
China will gradually improve. 


1 This is an abridged version of a paper 
entitled, “Do Economic Size and Growth 
Matter for FDI and Exports? A Compari- 
son of the Canada and US Experience 
with Special Reference to China and 
India,” which has been presented at the 
Canadian Economic Association Meet- 
ings, May 26-28, 2006. The authors 
thank Someshwar Rao and participants at 
MEPA brown bag presentations for sug- 
gestions and comments on an earlier 
draft. Views expressed in this paper are 
our own and do not necessarily reflect 
those of Industry Canada or the Govern- 
ment of Canada’s Policy Research Initia- 
tive. 


2 The global stock of FDI almost tripled 
during the 1980s followed by a twofold 
increase during the 1990s reaching 
US$8.2 trillion in 2003. 


3 See, for example, Anderson (1979), 
Bergstrand (1985), and recently Anderson 
and Wincoop (2003). 


4 The only difference is that the trade-to- 
GDP ratio is used for the exports equa- 
tions while the FDI-to-GDP ratio is used 
for the FDI outflow equations. 


S Some researches use GDP per capita and 
population separately instead of GDP. For 
example, see Razin et al. (2003, 2004). 


6 See Frankel (1997), for example. 


7 Due to the globalization of the world 
economy, manufacturers can produce 
components in one country and ship 
them into another country for processing 
into final goods, which implies that FDI 


may induce exports. Foreign direct 
investment is expected to be negatively 
correlated with labour compensation; so 
are exports. 


8 For example, China, India, the United 
States, and Mexico dummies are used 
in Canada’s equations to check whether 
special relations between Canada and 
these countries (if any) have an impact 
on the FDI flows from Canada to these 
countries. Similarly, China, India, 
Canada, and Mexico dummies are 
included in the US equations. 


9 Detailed descriptions are available on 
request from the authors. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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Canadian Council 
of Chief Executives 


The CCCE, founded in 1976, 
has been Canada’s private sector leader 
in the promotion of international trade 

and investment liberalization. 


The CCCE’s membership consists of 
the chief executive officers of 
150 leading Canadian corporations. 
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hina represents an important 

global priority for the Cana- 

dian Council of Chief Execu- 
tives (CCCE). With a gross domestic 
product (GDP) of US$1.6 trillion and 
real economic growth running at just 
over nine percent annually, China has 
become a world leader in trade. More 
than 64 percent of its GDP depends 
on exports and imports. 


But China’s growing importance as 

a trading partner is only part of the 
story. Gross domestic product per 
person increased from US$178 in 

1978 to US$1,700 in 2005; meanwhile, 
the share of its population living 
below the poverty line (US$2 per day) 
declined from 73 percent in 1990 to 
32 percent in 2003. China’s entry into 
the World Trade Organization and its 
membership in other multilateral insti- 
tutions further signal its arrival on 

the global economic stage. China is 
increasingly integrated into the world 
economy and is poised to become a 
significant international investor. 


All of this helps to explain why, from 
November 20-24, 2005, the CCCE led 
an ambitious mission to the People’s 
Republic of China. Member CEOs of 
the Council representing a broad 
cross-section of industries — oil and 
gas, manufacturing, financial services, 
communications, construction, trans- 
port, and asset management — trav- 
elled to Beijing and Shanghai. The 
itinerary included meetings with 
senior officials of key departments, 
regulatory bodies and state-owned 
enterprises, as well as in-depth brief- 
ings from top China-based academics, 
journalists, private sector leaders, 

and consultants. 


The objectives of the mission were to 
develop a better understanding of the 
trends that underpin China’s growth, 
promote a stronger economic partner- 
ship between Canada and China, 
enhance Canadian awareness of busi- 
ness and investment opportunities, 
encourage greater co-operation in 
trade, investment, and global supply 
chain management, signal to the 
political and business leadership of 
China the strong desire of Canadian 
chief executives to build and develop 
stronger Canada-China linkages, and 
advance Canada as a gateway to 
North America. 


What follows is a summary of the key 
insights and lessons from the mission. 


Key Insights 


China will probably not see a contin- 
uation of the nine to fifteen percent 
annual growth rates it has experienced 
in recent years. Instead, it is expected 
to settle into a steady but still impres- 
sive growth rate of eight to nine per- 
cent. In part, this is due to the sheer 
scale of activity. Consider that the 
Yangtze River Delta region alone has 
an economy as large as that of Russia. 
By 2020, the economy of Zhejiang 
Province will rival Canada’s. 


But more importantly, China seems 
to have learned a great deal about 
how to manage its economy. It is 
working hard to improve political 
and economic relations with the 
United States, while privatizing state- 
owned enterprises, initiating land 
reforms and working to accommodate 
massive urbanization by building 
more housing in cities. 
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The commitment by Chinese leaders 
to grow the economy cannot be over- 
stated. Accession to the World Trade 
Organization in 2001 made China one 
of the world’s most open economies, 
reflecting a cultural confidence that 
many other nations simply lack. 


While there remains a significant 
rural-urban divide in China, this is 
slowly decreasing through massive 
migration to cities (50 percent of the 
entire population will be urban by 
2010) and a steadily growing urban 
per capita income of US$1,138 (in real 
terms, double what it was in 1995). 
This, in turn, has led to a massive rise 
in consumption, which contributes 
35 to 40 percent of total GDP growth. 
Today’s consumption patterns reflect 
50 years of pent-up demand. 


Businesses that hope to succeed in 
China must cultivate relationships 
with local and municipal governments 
as well as with officials in Beijing. 
China is not a monolith but a sprawl- 
ing country of 23 provinces, five 
autonomous regions, four municipali- 
ties and two special administrative 
regions. About 80 percent of decisions 
affecting national GDP are in the 
hands of city mayors. Mayors conduct 
60 percent of all polling, a sign of the 
extent to which they are responsible 
for day-to-day levels of public satisfac- 
tion. Serious cultural and economic 
differences across China are reflected 
in the large number of interprovincial 
trade barriers. 


Challenges 


Although the overall outlook for 
China’s economy remains very posi- 
tive, foreign investors and business 


partners do need to consider a wide 
range of risks to the sustainability of 
its growth. For example, ongoing 
actions will be necessary as a follow-up 
to China’s ratification of the United 
Nations Convention Against Corrup- 
tion. A real estate bubble remains a 
real if distant possibility. Ongoing pri- 
vatization and streamlining of state 
trading enterprises will be required 

if China is to sustain current rates of 
profitability and productivity growth. 


issues, is a positive and important 
process. However, China is constantly 
changing, and Canada’s strategy must 
adapt. China is eager to deepen the 
bilateral commercial relationship. 

Hu Jintao, President of the People’s 
Republic of China, has directed his 
government to further pursue the 
relationship, but there are real con- 
cerns that Canada is losing market 
share in China to other countries, 
such as Australia. 


Businesses that hope to succeed in China must cultivate 


relationships with local and municipal governments as well 


as with officials in Beijing. China is not a monolith but a 


sprawling country of 23 provinces, five autonomous regions, 


four municipalities and two special administrative regions. 


Similarly, China needs to accelerate 
the process of recapitalization and 
restructuring of its largest banks 
(including opening up the financial 
services industry to private equity). 
From the United States and elsewhere, 
there is continuing pressure on China 
to revalue the renminbi. 


At a more basic level, demands are 
growing for more investment in infra- 
structure to keep pace with China’s 
rapid economic expansion. Greater 
investments in cleaner and renewable 
energy sources and a more extensive 
environmental infrastructure are des- 
perately needed. 


The Canada-China 
Relationship 


The Strategic Working Group, a 
deputy minister-level forum for discus- 
sions on bilateral and multilateral 


Significantly, Chinese officials asked 
mission members why Canada is aim- 
ing only to double total trade with 
China over the next five years from 
CAN$30 billion to CAN$60 billion. 
A more ambitious goal of CAN$100 
billion seemed achievable to analysts 
in Beijing and Shanghai. Moreover, 
Council members were informed 
that Canada needs a more flexible 
strategy. Ireland, New Zealand, and 
Singapore, to cite three examples, are 
targeting the Chinese provinces for 
trade links, to great success. 


China is clearly important to Canada. 
However, several commentators sug- 
gested that bolder steps should be 
considered. In developing its bilateral 
commercial relationships, Chinese 
leaders generally favour broad free 
trade agreements. This concept is 
worth investigating. 
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It was further suggested that, at the 
very least, Canada should conclude a 
foreign investment protection agree- 
ment with China to take the commer- 
cial relationship to the next level. We 
should address challenges and oppor- 
tunities to work more closely together 
in a forthright manner through a 
broad strategic framework with private 
sector input. 


Key Sectoral Opportunities 


China represents a remarkable oppor- 
tunity for Canada and Canadian com- 
panies, but perhaps no sector stands 
to benefit more than energy. Energy 
demand overshadows almost all 

other factors in China’s growth. The 
country is moving toward a 60 percent 
dependency on coal, and energy 
demand is rising by 1.5 percent for 
every one percent increase in GDP. 
Senior Chinese officials view the 
Athabasca oil sands as a key area 

for increased co-operation. Other 
areas of co-operation highlighted 
during the mission include nuclear 
energy, forestry products, and renew- 
able energy. 
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In services, the insurance market is 
slowly opening up as more foreign 
insurers settle in China. The average 
salary in China has increased 316 per- 
cent over the past 10 years, represent- 
ing extraordinary opportunity for the 
76 insurers currently operating in 
China (split evenly between domestic 
and foreign insurers). At present, fewer 
than three percent of Chinese workers 
have life insurance policies, but this 
figure is likely to rise with further 
increases in disposable income. Areas 
of growth within the insurance market 
and the capital market generally 
include group life and health insur- 
ance, private pensions, and wealth 
management. 


Conclusion 


It is clear to all that China presents 
great opportunities. But the challenge 
for Canada and for Canadian enter- 
prises will be to convert opportunity 
into success. The winners will be those 
companies and countries that make 

a sustained effort to understand the 
underlying trends of the Chinese 
economy and the cultural nuances 


that influence political, consumer, 
and investor choices in China. 


China is a complex market, and it 
takes enormous effort to achieve even 
a moderate understanding of its com- 
mercial relationships, society, and 
people. As many have said, the longer 
one spends in China, the less one 
knows. It is impossible to ignore 
China. Enthusiasm, patience, and 
knowledge will bring rewards. 
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he Eighth National Metropolis 
| Conference was held in 

Vancouver, Canada, March 23- 
26, 2006. Organized by the Metropolis 
Project’s Vancouver Centre of Excel- 
lence for Research on Immigration and 
Integration in the Metropolis (RIIM), 
this event brought together about 500 
delegates from all three orders of gov- 
ernment, non-governmental organiza- 
tions, and academe. The theme this 
year was Immigration and Canada’s 
Place in a Changing World. This marks 
a departure from traditional discourse 
on immigration and diversity, which 
tends to focus on what Canada can 
do to improve the outcomes of immi- 
grants and ethnic minorities. Such a 
departure is timely for two reasons. 
First, Canada now competes with tra- 
ditional immigrant-receiving countries 
such as Australia, the United States, 
and the United Kingdom, as well as 
with emerging economies, especially 
China and India. Second, the flow of 
population in Canada has increasingly 
become two-way. While Canada is still 
a desired destination for immigration, 
more Canadians are living in the 
United States and more recently, 
in Asian countries, especially China 
and India. 


In this global environment, human 
resources are the most valuable asset 
in the race to the top. At the first ple- 
nary of the conference, participants 
learned of Australia’s strategies to 
attract skilled migrants on the one 
hand, and China’s strategies to draw 
its diaspora to return on the other. 
To expedite the integration of skilled 
workers to the country, the Australian 
government implemented pre- 
qualifications, requiring applicants to 


have their qualifications and language 
proficiencies assessed before applica- 
tion. In addition, Australia actively 
recruits international students to study 
in the country. On graduation, inter- 
national students can apply for perma- 
nent residence status in-land. Such a 
practice has resulted in enclaves of stu- 
dents choosing fields of studies 
deemed desirable by the host society. 


How is Canada doing in this regard? 
According to David Ley, Professor of 
Geography at the University of British 
Columbia, there has generally been an 
implicit contract between immigrants 
and their host society where the 
receiving society offers an opportunity 
for immigrants to better their eco- 
nomic outcomes and, in return, immi- 
grants contribute to the prosperity of 
the receiving society. Such an implicit 
contract may not be working in 
today’s Canada, argued Ley, as more 
immigrants face barriers to participat- 
ing fully in Canadian society. Canada, 
however, is not the only society where 
immigrants encounter labour market 
challenges. Drawing from his recently 
published book, The Chinese in Silicon 
Valley, Bernard Wong of San Francisco 
State University demonstrated that 
some highly skilled Chinese profes- 
sionals returned home, because of 

a lack of career advancement opportu- 
nities in the United States. Rather 
than being “high-class coolies” 
restrained by the glass ceiling, many 
opted to be their own boss or return 
home. The decision to return to China 
is also made easy as the Chinese gov- 
ernment has embarked on various 
strategies to recruit Chinese scholars 
and students overseas. These strategies 
were described by David Zweig of the 
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Hong Kong University of Science and 
Technology. David Ley’s and David 
Zweig’s papers appear in this issue 

of Horizons. 


While China has been the top source 
country of immigrants to Canada, 
such a trend may be slightly offset 

by the return migration to China as 
shown in an empirical survey on 
Chinese leavers/stayers from/in 
Canada presented at a workshop 
jointly organized by RIIM and the 
Asia Pacific Foundation of Canada 
(APF). The authors of the study, Don 
DeVoretz and Shibao Guo, showed 
that most of the respondents who 
left Canada did so within the first few 
years after their arrival. The top three 
pull factors for returning to China are 
more opportunities for promotion, 
higher-paying jobs, and more job 
security. On the Canadian side, the 
top three push factors are Chinese 
qualifications and experience not 
being recognized and the lack of 
Canadian work experience. In light 
of this reverse tide of migration, what 
could the federal government do to 
improve the outcomes of immigrants 
to Canada? Moreover, how could the 
government maximize the potential 
of those who emigrated? The latter 
question was at the centre of the 
RIM/APF workshop, National 
Diaspora Strategies: India, China 

and Canada. The workshop had 
three objectives: learn from India and 
China’s experiences of leveraging their 
diaspora communities, to explore the 
presence of a Canadian diaspora and 
its implications, and consider policy 
options for Canada to cultivate links 
with the Canadian diaspora. 


Both India and China have been 
countries of emigration for a long 


time. The Chinese diaspora is one of 
the largest diaspora communities in 
the world. As early as the 12th cen- 
tury, Chinese, mostly traders and 
craftsmen, started to move throughout 
Southeast Asia. In the 19th century, 
more Chinese moved to North 
America and beyond, in the coolie 
trade and gold rushes. More recently, 
skilled and highly educated Chinese 
moved to immigrant-receiving coun- 
tries, including Canada, the United 
States, and Australia. Through its 
extensive business network, this 
large and wealthy group has been 
investing its rich capital in their 
country of origin. 


Having recognized the important 
roles of its diaspora, China has imple- 
mented a systematic policy and cre- 
ated government institutions to deal 
with diaspora issues. The Chinese 
Constitution clearly protects the legiti- 
mate rights of Chinese nationals resid- 
ing abroad as well as the rights and 
interests of returned overseas Chinese. 
The Constitution also mandates the 
State Council (Cabinet) to exercise the 
above powers and functions, and to 
set up the Overseas Chinese Commit- 
tee of the National People’s Congress 
(NPC, i.e., Parliament). The NPC has 
passed a number of laws, some safe- 
guarding the legal rights of overseas 
Chinese with a focus on political and 
civil rights, the right to participate in 
politics, and the right to visit, settle, 
and study in China. Others lay out 
the preferential treatment to be given 
by governments at all levels to over- 
seas Chinese when they return or 
invest in China. 


All levels of government have depart- 
ments to deal with overseas Chinese 
affairs. At the central government 


level, the Overseas Chinese Affairs 
Office of the State Council (SCOCAF) 
is the highest executive body. With 

a staff of 120, the office is headed by 
one minister and four deputy minis- 
ters. There are similar offices (OCAF) 
at the provincial, city, township, and 
county levels. Chinese embassies act 
as principal conduits linking with 
overseas Chinese. 


All levels of OCAFs provide assistance 
to overseas Chinese in a number of 
ways, including establishing databases 
for the purpose of finding roots, net- 
working, and leveraging; providing 
services for investment and facilitating 
preferential treatment. Those preferen- 
tial treatments include tax benefits 
and exemptions, location and prefer- 
ential allotment of land, reduction or 
waiver of land tax, and others. In addi- 
tion, these OCAFs are also active in 
organizing large-scale fairs for business 
matchmaking, implementing policy 
and laws protecting legal rights and 
interests, problem solving, providing 
advisory services on tourism, and 
implementing policy relating to prefer- 
ential treatment for children of over- 
seas Chinese. 


More recently, the Chinese govern- 
ment has been more aggressive and 
flexible in attracting overseas talents. 
Some measures include granting 
long-term residency (similar to the 
US Green card system), and encourag- 
ing overseas Chinese to serve the 
country (weiguo fuwu) rather than 
returning to serve the country 

(huiguo fuwu). Serving the country 
could be more accomodating includ- 
ing setting up joint positions in uni- 
versities, establishing joint education 
or research programs, and encouraging 
them to set up businesses in China. 
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In the case of India, there are over 

20 million in the Indian diaspora 
across 110 countries, and they play 
five significant roles as investors, cus- 
tomers, suppliers, ambassadors, and 
philanthropists. The Indian diaspora 
has experienced considerable growth 
in capital formation, as well as major 
investment in social infrastructure, 
business expansion, and new venture 
funds. The India diaspora could be an 
attractive market segment for Indian 
exports. For example, one of the 
fastest growing Indian exports is not 
computer software, but the entertain- 
ment industry (e.g., Bollywood films) 
mainly for its diaspora. Emigrants can 
participate in and help their compa- 
nies expand into this growing market. 
The Indian diaspora is already a virtual 
representative of India, and provides 
business and policy insight to the 
country where they currently reside, 
markets Indian projects and services, 
and promotes Indian culture. As phi- 
lanthropists, the Indian diaspora have 
contributed in education, health care, 
and project support as needed. 


In 2000, the Government of India 
established a high-level committee 

on the Indian diaspora to look into 
the policy issues related to the Indian 
diaspora and to make policy recom- 
mendations for the Government. One 
recommendation was to create an 
annual event, Pravasi Bharatiya Divas 
(PBD, non-resident Indian day) in 
2003. The main goals of the first PBD 
were to develop awareness of the 
global Indian community, promote a 
web-link relationship between India 
and all her diaspora communities, 
create better awareness about the dias- 
pora among Indians and vice versa, 
define India’s new approach toward 


the diaspora, and announce dual citi- 
zenship and other cultural programs. 
In the following years, the PBD 
expanded into broader areas, includ- 
ing developing the diaspora networks 
in business, science and technology, 
culture and education, developing 
strategy for the youth of the diaspora, 


Canadian born. A recent Statistics 
Canada study estimates one third of 
male immigrants between 25 and 45 
(at the time of arrival) left Canada 
within 20 years of coming here, with 
about half of those relocating within 
the first year. Newcomers from the 
United States and Hong Kong are most 


While China has been the top source country of immigrants to 


Canada, such a trend may be slightly offset by the return migration 


to China. 


and defining the nature of relationship 
between the diaspora and a rapidly 
developing India. 


The India case clearly indicates that 
the destinies of India and its diaspora 
are intertwined. It is in the interests of 
both to develop a mutually beneficial 
relationship. The diaspora is an impor- 
tant resource in India’s aspirations to 
be a developed country and a knowl- 
edge superpower by 2020. However, 
giving preferential treatment to the 
diaspora population could generate a 
sense of unfairness for the population 
back home. For example, some Indian 
or Chinese professionals might feel 
they would have received better treat- 
ment had they not left the country 
and returned as expatriates. 


Is there a Canadian diaspora? Accord- 
ing to a recent study by the APF, nine 
percent of the Canadian population 
(2.7 million) currently live abroad, 
mostly in the United States. The share 
of Canadians living overseas is larger 
than that of Australia, China, the 
United States, or India. Unlike the 
Chinese and Indian diaspora, the 
Canadian diaspora is diverse in ethnic 
background and not all of them are 


likely to leave within 10 years of their 
arrival (Aydemir and Robinson, 2006). 
This finding was especially striking in 
the case of Hong Kong immigrants 
who arrived between 1990 and 1994, 
a few years before the handover of 
the former British territory to Chinese 
rule. There are an estimated 200,000 
Canadians living in Hong Kong 
today, most of whom are natives 

of Hong Kong and return migrants 
from the 1990s. 


There was consensus among workshop 
participants that there is a data gap 
regarding the Canadian diaspora, its 
size, distribution, and social and 
demographic characteristics. Also 
absent is quantitative research on the 
role of the Canadian diaspora in Cana- 
dian trade and investment at home 
and abroad. A growing body of anec- 
dotal evidence indicates that return 
migrants to China and Hong Kong 
facilitate trade and investment with 
Canada, through taste and technology 
transfer, as well as social networks. 


As the Canadian diaspora is expected 
to grow in size and importance, is it 
time to rethink Canada’s diaspora 
strategy as it has been the case in 
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China and India? Employers in differ- 
ent sectors continue their efforts to 
recruit Canadians currently working or 
studying abroad. Public policy discus- 
sion on overseas Canadians has gener- 
ally focused on consular services, 


taxation, and voting. If there were 

to be diaspora policies, one needs 

to know the objectives these policies 
intend to achieve and the cost of 
doing so. In terms of objectives, would 
it be to draw Canadians back home, 
or to leverage their influence overseas 
in facilitating business links between 
Canada and the country of their resi- 
dence as well as advocating policies 
that are favourable to Canada? Fur- 
ther, if people leave Canada for better 
economic opportunities but return 
home later in life, they might be 
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considered “free riders” of Canada’s 
generous social benefits system. The 
question then becomes how to make 
these individuals pay their fair share 
in the system. A worldwide tax system 
was one suggestion put forth at the 


workshop. That said, a diaspora policy 
is not simply about taxes and trade; 
more importantly, it is about building 
Canada’s competitiveness in the global 
community. Discussions should pivot 
on the issue of making Canada an 
attractive place to invest, work, and 
live. Hence, there needs to be a 

whole of government approach to 

a diaspora policy. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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begin by reviewing the implicit 

contract between immigrants and 

Canada, because that contract may 
be unravelling in an era of transna- 
tionalism, with the growing labour 
mobility and geographical sophistica- 
tion of skilled and business migrants. 


Here is the conventional contract. 
Canada needs immigrants to sustain 
its population, its labour market, and 
its purchasing and tax-paying base. 
There is also a humanitarian stream to 
immigration policy, but it is secondary 
to the larger goal and, indeed, refugee 
selection off-shore has until recently 
paid particular attention to the human 
capital of applicants. To meet its 
needs, Canada maintains high entry 
levels, and expects superior human 
capital standards. Initial settlement 
services and the immigrant-friendly 
policy of multiculturalism facilitate a 
welcome. These programs are valuable, 
as Irene Bloemraad’s (2003) important 
research has shown, especially in com- 
parison to the United States. 


The expectation is that on their side, 
pursuing their own self-interest, immi- 
grants will become national citizens, 
productive members of society, inte- 
grating socially, economically, and 
politically. In many respects this 
immigration contract has worked 
well historically. Immigrants have 
agreed to the territorial containment 
of their labour. Levels of naturaliza- 
tion have been relatively high. To 
varying degrees, we immigrants have 
transferred our loyalties to Canada. 
We are part of the reproduction of a 
national citizenry. The self-interest of 
the immigrant has matched the self- 
interest of the state. 


But this contract is now more compli- 
cated with globalization, which chal- 
lenges the jurisdiction of the nation 
state, as capital, commodities, labour, 
and information move ever more 
freely across national borders. The 
logic of the market reaches deeper into 
everyday life; it erodes the sentiment 
and symbolism that are part of any 
nation-building project. 


The Canadian state plays the new 
globalization game. The assessment 
of immigrants and refugees is increas- 
ingly defined in terms of their market 
value. The Business Immigration 
Program is the most transparent 
example of the marketization of 
citizenship, but we see it too in the 
demanding entry threshold for skilled 
workers. Like every country, Canadian 
policy is governed by self-interest; 
national needs come first. And up 

to the present, Canada has been suc- 
cessful in getting people through 

the door, in maintaining substantial 
immigrant landings. 


Now here’s my key point. With global- 
ization, the self-interest of the state 
may no longer coincide with the self- 
interest of immigrants, challenging the 
implicit citizenship contract. 


Consider two examples: first, the 
Business Immigration Program. Each 
year a report is produced by govern- 
ment asserting the economic success 
of this program measured by millions 
of dollars invested and thousands of 
jobs created. Though inflated, the 
numbers remain impressive. My own 
research endorses the general message 
from this annual scorecard. We inter- 
viewed 90 entrepreneur-class immi- 
grants in Greater Vancouver, the 
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region landing the highest share of 
business immigrants (Ley, 2006). The 
respondents were wealthy, typically 
bringing up to $500,000 to Canada, 
and with additional off-shore reserves. 
Between them, these 90 business per- 
sons declared local investment of over 
$25 million, and, with a couple of 
very high achievers, they employed 
almost 400 people who were not 
family members. Significant invest- 
ment occurred; jobs were created. 


But this success for national policy is 
not necessarily a success for the entre- 
preneurs. What have they secured for 
their investment? The answer in gen- 
eral is very little in terms of business 
achievement. There is a high level of 
frustration and sense of injustice when 
one speaks to these business immi- 
grants. Their operations were typically 
economically marginal. Financial 
losses were significant. After two years 
in business, median net revenue was 
zero; 58 percent lost money or just 
broke even. Shortly after the two-year 
term, half the businesses were sold, 
commonly to new immigrants, lead- 
ing to a double counting of the opera- 
tion in future annual statistics. Many 
reached the conclusion they could do 
better elsewhere and re-migrated to 
their native country. An internal gov- 
ernment study (Glover and Sim, 2002) 
of a large sample showed a similar out- 
come, with over 40 percent selling 
their operation, and among these 

38 percent stated that the reason for 
sale was that they could earn more 

by running a business in their home 
country. This figure is particularly high 
when one considers that many other 
entrepreneurs would be unavailable 
for questioning, because they would 
already have returned to pursue such 
Opportunities. Among the business 


class, there has been a heavy return 

to East Asia, either the whole family, 
or the principal wage earner. The 
declared incomes of households that 
continue to live in Canada are modest, 
reflecting the weak performance of 
their Canadian business activities. 
Policy here has achieved an initial 


there are greater business and creative 
opportunities in India than in the 
United States, indeed a sense that it 

is in India where cutting edge infor- 
mation technology innovation is 
being undertaken. In addition, our 
own research on return migration by 
business persons and the highly skilled 


There has been impressive success in attracting these talented 


migrants. But can we retain them? To their deep disappointment, 


economic integration has been severely impeded, with the waste of 


human capital from non-recognition of foreign credentials, and the 


inadequacy of many language training programs for workplace 


effectiveness. 


national self-interest, but not the self- 
interest of the business immigrant, 
and thereby not the long-term interest 
of Canada either. Getting them 
through the door is not enough. 


Second, consider skilled workers, who 
include thousands of engineers from 
China and India, the top two source 
regions for recent immigrants to 
Canada. Again, there has been impres- 
sive success in attracting these talented 
migrants. But can we retain them? To 
their deep disappointment, economic 
integration has been severely impeded, 
with the waste of human capital from 
non-recognition of foreign credentials, 
and the inadequacy of many language 
training programs for workplace effec- 
tiveness. A rational response is to 
move on. Bringing skilled workers 
through the door is not an adequate 
policy success, when, by disregarding 
their success here, we also encourage 
their departure. 


Elizabeth Chacko’s (2006) work on 

the return of Indian engineers from 
the United States is informative. She 
discovered among them a view that 


to Hong Kong (Ley and Kobayashi, 
2005) and Sin Yih Teo’s (2006) ongo- 
ing research on the return of engineers 
and other professionals from Canada 
to Mainland China share the common 
finding that economic and job gradi- 
ents for Asian nationals often favour 
East Asia over Canada (also Tian and 
Ma, 2006). 


More generally, Statistics Canada 
research by Aydemir and Robinson 
(2006) showed the significant attrition 
of business immigrants and skilled 
workers among working-age males 
who landed between 1980 and 1996. 
Using the failure to file serial tax 
returns as an indicator of either 
onward or return migration, an 
assumption supported by census data, 
they concluded that a good deal of 
immigration to Canada is no longer 
permanent, but temporary. Those 
who leave the tax rolls have a well- 
defined profile, displaying high levels 
of human capital. Some 40 percent of 
the business class and skilled workers 
leave in the first 10 years, a majority 
of those in their first 12 months. 
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Despite short-term oscillations, there 
is good reason to suppose that the 
loss of skilled immigrants returning 
to Asia is likely to increase in the 
medium term. Some forecasts expect 
the Chinese and Indian economies to 
grow by as much as 10 percent this 
year, multiplying opportunities for val- 
ued staff, especially those with North 
American experience. Accelerated 
growth also intensifies the perception 
that it is in East and South Asia where 
economic opportunities are highest, 
where mobile labour should move. 
Chacko (2006) noted the brain gain 
that is helping to staff more than 
1,000 information technology compa- 
nies in Bangalore, the leading centre 
in South Asia. The high tech R&D 
divisions of American multinationals 
in India are now filing more patents 
than Bell Labs, while the scale of 
demand has drawn California devel- 
opers to build six townships for 
returning non-resident Indians at a 
cost of $4.5 billion. Similar initiatives 
exist in Mainland China, where indus- 
trial and R&D campuses, and western- 
style housing subdivisions, are 
designed to compete with North 
American sites (Luo et al., 2002). 


Compare these options with the 
growing perception that Canada is no 
longer a land of unrivalled economic 
opportunity. Each entrepreneurial 
failure by a business class immigrant, 
each refusal of credential recognition 
against a skilled worker, is amplified 
through well-connected global 
networks. As a result, many immi- 
grants now arrive in Canada with 
uncertain economic expectations. 
Indeed, though they may be called 
economic migrants that may not be 
the reason they migrate. Among the 
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90 business immigrant households we 
interviewed, admitted to promote eco- 
nomic development, only 12 percent 
stated that economic motives had 
brought them to Canada (Ley, 2006). 
Far more important were the quality 
of life, prospects for children’s educa- 
tion, and political anxieties concern- 
ing their homeland. This significant 
result may be reflected in the initially 
surprising finding from the Longitudi- 
nal Survey of Immigrants to Canada 
that even for skilled workers, job 
prospects were not the dominant 
reason for determining place of 
settlement. Among those settling in 
Toronto only 23 percent identified 
job prospects as the leading locational 
factor, in Montréal only 16 percent, 
in Vancouver just six percent 

(Chui, 2003). 


What we are seeing is growing geo- 
graphical strategizing among eco- 
nomic immigrants in a transnational 
era. There is substantial population 
churning: onward migration, return 
migration, astronaut movement, tem- 
porary settlement and, for some, early 
retirement, another form of departure 
from the labour force. At some stages 
in the life cycle, Canada’s high quality 
of life is a benefit, but this will not 
often compensate for unsatisfactory 
economic outcomes (Ley and 
Kobayashi, 2005). The older immi- 
grant contract is no longer as binding; 
with greater mobility, people are no 
longer allowing themselves to be so 
territorially contained, particularly 
where they confront economic barri- 
ers. And there is evidence that people 
engaged in significant transnational 
activity are less likely to attain Cana- 
dian citizenship or to self-identify as 
Canadian (Hiebert and Ley, 2006). 


Like national policy, immigrants too 
are pursuing their self-interest and, 

in a transnational era, those with the 
highest human capital have the most 
options for labour migration. They 
will avoid locations with limited 
returns and barriers to economic inte- 
gration. Canada is becoming recog- 
nized as less a place to make money 
and more a place with a high quality 
of life. In the words of the slogan that 
became common in Vancouver in the 
1990s: Hong Kong for making money, 
Canada for quality of life. 


What all this amounts to are new chal- 
lenges in the reproduction of national 
citizens. Canada as a settler society 
needs to see the immigrant’s interest 
as also the national interest. I am not 
being a moralist or stating a political 
position here, though such arguments 
could be, and have been, made. It is 
in Canada’s self-interest that barriers 
to economic integration, such as the 
ongoing credentials fiasco, be resolved, 
that language deficits at landing be 
addressed by adequate language train- 
ing that carries conversation to the 
level required by the market place. 
The alternative is that Canada risks 
being by-passed as a leading perma- 
nent destination for skilled workers 
and business migrants seeking real 
economic opportunities. 


Full references are available in the online version 


of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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or 30 years, China and Hong 
Kong have supplied human tal- 
ent to Canada. But as the transfer 
of sovereignty over Hong Kong to 
China transpired smoothly, many 
Hong Kongers, particularly males, 
chose to return home, where they 
can earn more money. A similar 
“reverse brain drain” is underway 
in mainland China. The number 
of returnees hit 30,000 in 2005, up 
from 7,000 in 1999. 


Is Canada’s heyday of extracting 
human capital from Greater China 
over? Is China now a magnet for expa- 
triate human capital, attracting talent 
that previously stayed in Canada? This 
discussion of China’s future as a mar- 
ket for global talent makes six points. 


First, the Chinese government at 

all levels — national, provincial, 

and municipal — actively encourages 
overseas scholars to return to China. 
The central government creates a 
favourable political climate that makes 
overseas scholars comfortable with 
returning, and it supplies funds to 
universities and the government con- 
trolled Chinese Academy of Sciences 
(CAS) to target returnees. 


Returnees say: “Rely on Deng Xiaop- 
ing to go overseas, rely on (Former 
President) Jiang Zemin to return.” 
Jiang recognized that under globaliza- 
tion, China could no longer stop peo- 
ple from going out; therefore, it had 
to compete with other countries to 
attract mainlander talent to return, 
stating: “Competition in scientific 
research is competition for talents.” 
Attracting returnees is a national prior- 
ity, part of Building China through 
Science and Education (ke jiao xing 
guo) and Strengthening the Country 
through Human Talent (rencai qiang 
guo). Being part of a national program 
enhances the status of returnees, 


directs the Finance Ministry to allocate 
funds to programs that encourage 
returnees, and mobilizes bureaucrats 
to expend their time and effort to 
increase the reverse flow of overseas 
talent. Former Premier Zhu Rongji, 
at the sixth session of the Worldwide 
Chinese Businessmen’s Association 
(2001), stressed that China would 
stress the infusion of human talent 
and technical skills, rather than 
attracting foreign capital, reflecting 
the strategy of Strengthening the 
Country through Human Talent. 


The new generation of leaders legit- 
imize the goal of attracting returnees. 
In 2003, President Hu Jintao and Vice 
President, Zeng Qinghong, in a series 
of three talks (san pian jiang hua), 
called returnees “irreplaceable” (buke 
daiti) with an “outstanding historic 
role” (dute de lishi zuoyong). In Chinese 
politics, calling something of “his- 
toric” importance carries great weight. 
Since 1996, 10 new programs encour- 
age people to return, including the 
Seed Fund for Returned Overseas 
Scholars (1990), Cross Century Out- 
standing Personnel Training Program 
(1991), the National Science Fund for 
Distinguished Young Scholars (1994), 
and The One Hundred, One Thou- 
sand, and Ten Thousands Program 
(1995) (Cong, 2004). 


In May 1998, Jiang Zemin visited 
Beijing University (Beida) on the 
occasion of its 100th anniversary. His 
speech forgave Beida for sponsoring 
the April-June 1989 “political storm,” 
and called on Beida and other top 
schools to become world-class univer- 
sities. Under the 985 Plan, named for 
the date of Jiang’s speech, the central 
government invested billions of 
renminbi (Chinese currency, also 
known as RMB) in nine universities 
to make them world class and insisted 
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that 20 percent of the funds be used 
to hire overseas scholars. Between the 
late 1980s and the end of 2003, the 
Ministry of Education’s Financial Sup- 
port for Outstanding Young Professors 
Program (youxiu gingnian jiaoshi zizhu 
jihua) awarded 2,218 returning profes- 
sors 144 million RMB. The Cheung 
Kong Scholars Program (Changjiang 
xuezhe jiangli jihua), funded by 

Hong Kong’s Li Ka-hsing, between 
1998 and 2004, brought 537 scholars 
from overseas to become leaders in 
key research fields. 


For several years, the Ministry of 
Finance has given CAS funds for its 
100 Talents Program (Bairen jihua). 
Winners of this fellowship, who are 
selected after presentations of current 
and future research to CAS research 
committees, are allotted two million 
RMB; 20 percent of which can go for 
extra salary. Most awardees get new 
housing, a new laboratory, imported 
equipment, and a research team com- 
posed of graduate students and tal- 
ented research staff, who may have 

a home-grown Ph.D. These returnees 
immediately become full professors, 
regardless of their status overseas. The 
focus of these programs is cutting 
edge, scientific sectors, such as 
biotechnology, nano-technology, 
energy efficiency, environmental pro- 
tection, material sciences, and infor- 
mation technology. One institute 
under CAS, specializing in biotech, 
received 13 such awards in two years. 


Local governments, too, compete 
among themselves for overseas talent. 
Cities offer various incentives to make 
themselves the preferred destination 
of returning businessmen. The prefer- 
ences they grant include housing dis- 
counts, imported cars, computers, free 
office or factory floor space, jobs for 
wives and special schools for their 


children, and residence permits for 
foreign passport holders, which allow 
them to come and go freely, without 
having to relinquish their foreign 
citizenship. Most large cities and 
county towns have parks for overseas 
scholars to establish businesses, where 
returnees receive help navigating the 
bureaucratic maze that new businesses 
face. Beijing and Shanghai each have 
14 such zones for overseas scholars. 


Do governmental efforts work? Sur- 
veys show that only a few returnees 
cite government efforts as a key reason 
for returning, suggesting that the gov- 
ernment’s impact is indirect. Among 
a group of scientists from four cities — 
Wuhan, Kunming, Guangzhou, and 
Changsha — 22 percent chose changes 
in the domestic environment as their 
second reason for returning. Freedom 
to come and go, an important policy 
innovation in 1993, was the first 
choice of three percent, the second 
choice of 10 percent, and the third 
choice of another 10 percent. Political 
stability, an important concern trigger- 
ing the brain drain in the early-1990s 
(Chen, 1995), is now a positive force, 
the second choice of seven percent, 
and the third choice of 3.5 percent. 
Finally, changes in how the govern- 
ment uses people was the third choice 
of nine percent of returnees. 


What about the quality of the 
returnees? Is China a magnet for the 
best and the brightest who went over- 
seas? Or are returnees people who did 
not quite make it overseas? Data tend 
to support the latter hypothesis. The 
director of a CAS research institute in 
Northeast China said that the people 
he attracts fall into the top 50 to 80 
percent of overseas scholars, but the 
top 20 percent remain overseas. As of 
2003, Beijing’s High Energy Physics 
Laboratory under CAS had attracted 


no Ph.D. returnees; all were abroad or 
in business in China. Rao Yi, of Wash- 
ington University, St. Louis, argues 
that, in terms of international reputa- 
tion and prestige, few academic 
returnees are comparable to those 
who stay abroad. He believes that 
there are 800 to 1,000 life scientists of 
Chinese origin running independent 
labs in the United States and that 
these people are unlikely to return.3 


Getting the very talented to return 

is one thing; getting them to stay is 
another. A stellar recipient of the CAS 
100 Talents fellowship, who had pub- 
lished in Science magazine, received a 
huge apartment and a similar fellow- 
ship for his wife. Interviewed in 
Northeast China in 2003, he was 
uncertain if they would stay in China 
in the long term. 


Interviews in China in 2001-2002 
show that returnees to CAS were not 
successful overseas. Among 86 scien- 
tists interviewed in China in 2001- 
2002, only two out of 82 had earned 
over US$50,000/year on the eve of 
returning to China. Another three out 
of 82 earned between US$35,000 and 
$49,000. Very few had patents, even 
though 20 percent had earned Ph.D.s 
overseas. Of 109 academics intervie- 
wees in six cities in 2002, only eight 
had earned over US$25,000/year over- 
seas, while 77 percent earned under 
US$12,500/year. Thus, very few left 
stable positions to return to China; 

in fact, most were on short-term post- 
doctoral fellowships. 


Still, if one asks the question differ- 
ently, the government’s role emerges. 
When we asked people in 2002 

and 2004, why the number of 
returnees increased, 47 percent said 
that good government policy was 
important, while 19 percent cited 
political stability. 
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Still, the rewards in China’s domestic 
market rather than government policy 
is key to bringing people back to 
China, as many Chinese believe bring- 
ing back a technology that is new for 
China — even if it is not globally at the 
cutting edge — can reap rich profits in 
the mainland. In the summer of 2004, 
we interviewed 100 returnee entrepre- 
neurs in Beijing, Shanghai, and 
Guangzhou. When asked why they 
had returned to China, 27 percent 
selected “T have a technology that 

[ believe will have a good prospect 

in China” as their primary reason 

for returning. For 28 percent, it was 
their second choice. A study in 2001 
showed the rewards available to tech- 
nology importers. Of 145 returnees 
and employees in science parks, 

41.2 percent of non-importers earned 
under 40,000 RMB/year, while only 
12.5 percent of technology importers 
fell into this income category. At the 
other end, 31.2 percent of technology 
importers earned over 80,000 RMB/ 
year, while only 8.3 percent of non- 
importers did so. The findings were 
Statistically significant at the 

0.01 level.4 


Finally, a massive jump in the number 
of returnees in the past three years 
suggests great success for government 
policy. But many returnees gained 
only limited skills overseas and on 
returning face great difficulties finding 
employment. Pejoratively called “sea- 
weed” or hai dai by jealous people 
who had not gone overseas, they 

are as much a burden as a benefit to 
the Chinese state. According to gov- 
ernment officials, 50 percent of the 
30,000 returnees in 2005 had just fin- 
ished a B.A. or one-year M.A., mostly 


in Britain, which gives a one-year 
M.A., but allows no after-graduate 
training. Without jobs, these not-so- 
well-trained students MUST return to 
China. They are not the well-trained 
scientists, academics or entrepreneurs 
who will propel China’s economy in 
the 21st century. Had they been excel- 
lent students, they would have gone 
to top universities in China or abroad. 
At best they can fill in middle-level 
positions in the administrative hierar- 
chy or entry-level jobs in the com- 
mercial sector. 


So, why is the government so con- 
cerned about this situation? Because 
many unemployed returnees are chil- 
dren of recently retired government 
officials, who invested their life sav- 
ings in their single child. But instead 
of bringing them security, these chil- 
dren face great difficulties finding 
lower-paying jobs. So the personnel 
bureau in many municipalities, as well 
as Officials in the national Ministry 

of Education, have begun many pro- 
grams, such as linking the hai dai 

to enterprises that might hire them. 
Some programs encourage them to 
start their own firms, but without 
entrepreneurial skills, that is a path 
fraught with difficulty. Much official 
anger over this turn of events is tar- 
geted at Britain, which treats Chinese 
youths as a source of foreign exchange 
for low-quality British universities, but 
then abandons them on graduation, 
forcing them to return to China with 
little professional training. 


Conclusion 


Clearly China’s government has suc- 
cessfully created an environment that 
is attractive to returnees. As such we 


should expect the number of returnees 
to grow. Moreover, as the number of 
students who pay their own way to 

go overseas rises, the number who 
return to China is likely to rise as well. 
Though not addressed in this paper, 

a large cohort of Ph.D.s, with profes- 
sional experience could see a brighter 
future in China than in Canada. As 
foreign firms expand, middle-level 
managers may return, while senior 
executives of Chinese origin may 
prefer the rich lifestyle of Shanghai 
over Toronto or Vancouver. But, 

again, don’t be fooled by the numbers; 
increased flows may reflect problems 
for China as well as indicate that 

the efforts to reverse the brain drain 
are a success. 


Notes 


1 This paper was presented at the Eighth 
National Metropolis Conference, “Immi- 
gration and Canada’s Place in a Changing 
World,” Vancouver, 24 March 2006. 
Funding was provided by the Research 
Grants Council, Hong Kong, a Direct 
Allocation Grant from The Hong Kong 
University of Science and Technology, 
and the Social Science and Humanities 
Research Council of Canada. 


2 Interviews with CAS scientists in 2001 
and 2004 in Beijing and Changchun. 


Cited in Cong (2004). 
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Technology importers include both 
returnees and people who have not 
gone overseas. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 
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he book Social Security Law is 

informative on a number of 

levels. Edited by Yansui Yang 
of Tsinghua University, it incorporates 
articles by Chinese and Western 
European scholars on a wide variety 
of conceptual and design issues. While 
at times a dense read, the book is rich 
in detail and is well suited to serve as 
either an introduction to these issues 
for the uninitiated or as a ready refer- 
ence guide for the more experienced. 


The book is broken down in a way 
that greatly simplifies the learning 
curve of those not familiar with 
Chinese labour law and social security 
support systems. It starts with a chap- 
ter outlining the basic theories under- 
pinning social insurance and builds 
on this by exploring the state’s respon- 
sibilities in the Chinese context, the 
social security legal system and con- 
nections between social security law 
and economic law. Chapters com- 
pleted by European authors on issues 
and approaches in Western Europe 
are interspersed among these chapters 
and provide additional context against 
which to evaluate the Chinese situa- 
tion. After this introductory section, 
more detailed information is provided 
on specific aspects of social security 
legislation and approaches in China 
and elsewhere. Taken together, this 
format results in a book that is both 
easy to use and highly detailed, a sig- 
nificant accomplishment given that 
the subject matter is not always the 
most easily accessible for even the 
most experienced social policy analyst 
or researcher. 


This article does not attempt to 
catalogue or summarize the various 
observations and findings presented 
throughout the book. Rather, it 
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focuses on key insights gleaned from 

a consideration of all the articles as a 
whole to improve our understanding 
of what policy makers in the West and 
in China share and what challenges 
they see differently. 


Many of the same forces affect both 
China and Western Europe. Global- 
ization, particularly in regards to 
competition and associated changes 
within the labour market (such as an 
increased prevalence of non-standard 
work) are identified as pressing issues 
by authors from both China and 
Europe. As noted by Dr. Zhou Baomei, 
policy makers in both labour markets 
are trying to find a balance between 
the state and the market within this 
emerging economic environment 
that is respectful and responsive to 
the unique characteristics of each 
country (p. 206). 


Here, however, many of the similari- 
ties end. Aside from the pressures of 
globalization, China also faces large 
demographic shifts associated with 
urbanization and industrialization. 
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While undoubtedly also felt in 
Western Europe, these challenges 
appear much more pronounced 
within the Chinese context and 
contribute significantly to the socio- 
economic challenges with which 
Chinese analysts struggle. 


Also notable is the difference in tone 
that is apparent between Western 
scholars and their Chinese counter- 
parts when discussing the challenges 
they face. Western scholars articulate 
their analyses as adaptations to be 
made to existing structures to better 
address emerging pressures and ensure 
sustainability. From this perspective, 
Western scholars depict the challenges 
Western European nations face as 
emanating primarily from existing 
programs that need to be reformed 

to ensure sustainability and continued 
effectiveness in the face of global 
competition (pp. 193-203). 


Chinese scholars, in contrast, appear 
to view the challenges from globaliza- 
tion from a fundamentally different 
perspective. Frequently, the pressures 
China faces are articulated as intru- 
sions from outside of the country 
which threaten to erode their com- 
petitive edge (p. 204). Exact reasons 
for this difference in tone are difficult 
to pinpoint, but likely emanate from 
the fact that the transition, begun 

in the late 1970s and early 1980s, 
from a mostly state-centred economy 
to that of a market-oriented economy, 
remains incomplete (p. 207). As a 
result, vestiges of classic Chinese 
labour economics, based on premises 


very different from those underpin- 
ning the free-market economic sys- 
tems of both the global economy 
and the economies of Western 
Europe, remain. 


For example, China’s system is 
premised on the theory that, within 
the context of a planned economy, a 


non-standard employment and work- 
ers with multiple jobs began to appear 
and employers could be permitted to 
fail. As a result, coverage gaps have 
begun to emerge, creating challenges 
that will require more than basic 
reforms to existing programs (pp. 229- 
242). Fundamental conceptual shifts 


It must be understood that as China endeavours to reform its 


system within the context of its own social realities, it may reach 


an equilibrium and use means that are very different from what 


we would do within the Canadian context. 


worker can only have a single labour 
relationship (p. 240). As a result of 
this fundamental belief, China did 
not have a Western-style social secu- 
rity system until very recently. Instead, 
supports commonly associated with 
such systems were delivered through 
China’s labour law. Everybody of 
working age was identified as a 
labourer who had certain “rights” 

to supports that the state delivered 
through employer units (which were 
organs of the state). Unlike in the 
West, the worker’s connection with 
the employer could never be severed; 
even if retired or disabled, within 

the context of Chinese labour law, 

a worker was still an employee who 
received support through an employer. 
In regards to rights and supports, their 
status as an employee was and in large 
part remains their identity. With the 
introduction of market forces and 
international competition, however, 


are underway, and more will be 
required, in regards to how individuals 
and the labour market interact and 
how labour laws from the past and 
emerging social security laws should 
relate to one another. 


This does not mean, however, that 
over time Chinese social security will 
begin to look more like systems in 
European states. Whereas Europe’s 
debates often fixate on who should 
do and pay for what, in China the 
state continues to be identified as 

the principal actor in most analysts’ 
minds and the law the primary policy 
lever through which action should 

be taken (p. 202). In response to the 
challenges China faces, a number of 
changes have taken place regarding 
rights and responsibilities within the 
PRC; in particular it is noteworthy that 
laws in China no longer just state the 
responsibilities of the state in fulfilling 
the “rights” of its citizens to labour, 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLuME 9 NUMBER 2 


material assistance, and safety and 
health. It now also speaks of other 
social “parties,” such as employers, 
employees, and civil society (p. 209). 


Nevertheless, by continuing to rely 
on legislation to define roles and 
responsibilities, the state remains at 
the centre of social policy. Incentives 
for other social actors to pursue activi- 
ties of positive social value were 
mentioned nowhere throughout the 
book. No role is defined for a volun- 
tary sector; indeed, no voluntary sec- 
tor is apparent. Last, although it could 
be an issue of translation, the use of 
the word “parties” rather than “part- 
ners” in the description above may 

be telling. The former is much more 
hierarchical than the latter. Together, 
these observations suggest that the 
state remains the primary actor in 
social protection while other sectors 
play only a supporting role. 


At its core, it would appear that China 
views workers as units to be acted 
through while the West views workers 
as entities to be acted upon. This has 
a number of implications for policy. 
To begin with, if, as the Chinese 
ambassador advocates in another 
article in this edition of Horizons, 
Canada and China pursue expanded 
personnel and knowledge exchanges, 
analysts and researchers from both 
countries must understand that they 
are coming from very different intel- 
lectual families and environments. As 
a result, even though both Western 
Europe and China face very similar 
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challenges, their distinct histories, 
traditions, and intellectual heritages 
means that scholars from each com- 
munity may articulate the challenges 
they face and possible solutions very 
differently. If misunderstandings are to 
be avoided, this difference in outlook 
must be understood. Additionally, if 
Canadian analysts and researchers are 
to provide assistance to their Chinese 
counterparts, they should be mindful 
and respectful of these differences. It 
must be understood that as China 
endeavours to reform its system 
within the context of its own social 
realities, it may reach an equilibrium 
and use means that are very different 
from what we would do within the 
Canadian context. 


At the same time, this difference in 
outlook and context also presents 
Opportunities. From the perspective 
of social policy, even though coming 
from a different family of socio- 
economic thought, China’s unique 
perspective may permit it to identify 
new and innovative approaches that 
can be applied within the Canadian 
context. As suggested by Valerie 
Vervliet in her article, labour activa- 
tion policies may be one such area 
where Canada can learn from China’s 
experiences (pp. 216-219). Addition- 
ally, in regards to economic develop- 
ment, an improved understanding 
of how China’s social security system 
interacts with its economic system 
may permit Canadian policy analysts 
and researchers to identify ways to 
improve economic competitiveness. 


In short, given the increasingly impor- 
tant role China will play in the future 
of Canada and the opportunities that 
country’s ascendancy will present, 

an expanded understanding of the 
Chinese situation would be useful 

in a number of contexts. Toward this 
goal, Social Security Law is an extremely 
informative book and would be a use- 
ful addition to the library of any 
policy analyst or researcher. 
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overing the five-year period 

of 2006-2010, China’s 11th 

Five-Year National Economic 
and Social Development Plan was 
debated and adopted by the National 
People’s Congress in March 2006. 
This is a highly important document 
in that it sets out the general policy 
directions for the country’s overall 
economic and social development 
in the next five years. 


Table 1 provides a summary of the 
major accomplishments of China’s 
socio-economic development during 
the 10th Five-Year Plan period (2001- 
2005). 


Compared to the previous five-year 
period, the next five years will see 
greater emphasis on balanced growth 
in the economy, social development 
and environmental protection. The 
11th Five-Year Plan outlines 22 main 
indicators, and eight of them are 
related to issues, such as population, 
natural resources, and the environ- 
ment. Table 2 provides a summary 
of the main objectives for the 11th 
Five-Year Plan. 


The 11th Five-Year Plan has three 
priority areas, namely, the New 
Countryside initiative, balanced and 
co-ordinated regional development, 
and environmental protection and 
restoration of damaged ecosystems. 
The New Countryside initiative is an 
amalgamation of all existing programs 
related to various aspects of rural 
development. The main thrusts of 
the initiative include: 


+ developing modern agriculture to 
ensure food security, specifically, 
maintaining food production at the 
level of SOO million tonnes per year 
and preserving 120 million hectares 
of cultivated land; 


e increasing peasants’ incomes from 
various sources, especially off-farm 
activities; 


e reducing taxation and financial 
burdens of peasants; 


¢ investing in infrastructure in rural 
areas; 


+ promoting the establishment of a 
rural health care system; and 


e investing in education and training 
for rural residents, with up to 100 
million peasants to be trained 
during the five-year period. 


Balanced regional development is a 
concept that aims at developing a 
policy framework for co-ordinated 
regional economic growth. This frame- 
work promotes the continuation of 
existing policies, such as the Western 
China Development Program and the 
program of revitalizing the industrial 
centres in Northeast China. A new 
initiative launched recently aims at 
boosting the development of the cen- 
tral part of the country that comprises 
six provinces, namely, Shanxi, Henan, 
Hubei, Hunan, Anhui, and Jiangxi. 
The priority areas of this initiative 
include grain production, raw materi- 
als for the energy sector, and infra- 
structure, such as highway systems. 


Environmental and ecological protec- 
tion has received significant emphasis 
in the 11th Five-Year Plan. The main 
objectives for the period include: 


e reducing energy consumption 
per unit of GDP by 20 percent; 


e reducing major pollutants emis- 
sions by 10 percent; 


e reducing water use per unit of 
industrial value added; 


¢ attaining a minimum of 70 per- 
cent in the treatment of urban 
wastewater and 60 percent in the 
treatment of urban household 
garbage; and 

e increasing national forest cover to 
20 percent. 
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TABLE 1 
Facts and Figures about China’s 10th Five-Year Plan (2001-2005) 


Indicator Target for the Period Average Annual Growth (%) 
GDP annual growth (%) 7 9.5 
Five-year new urban employment (million) [40] [42] 
Five-year resettlement of rural labour force (million) [40] [40] 
General prices stable 1.4 
Commodities trade (billion US$) 6.8 24.6 
Total national population (billion) 1:55 6.3%o 
Reduction in major pollutants emissions (%) [10] <[10] 
Annual growth rate of urban residents’ disposable income (%) 5 9.6 
Annual growth rate of rural residents’ net income (%) 5 53 
Urban residents’ per capita housing floor space (m2) 22 Sad 


Notes: [] indicates a cumulative figure for the five-year period. 


TABLE 2 
Principal Indicators for the 11th Five-Year Plan 


Indicator Actual Level for 2005 Target for 2010 Expected Annual Growth (%) 
Total GDP (trillion yuan) 18.2 26.1 125 
Per capita GDP (thousand yuan) 13.99 19.27 6.6 
R&D share of total GDP (%) is 2 [0.7] 
Urbanization (%) 43 47 [4] 
National population (billion) 1.31 1536 <8%o 
Cultivated land (million ha) 122 120 -0.3 
Forest cover (%) 18.2 20 [1.8] 
Average years of education 8.5 9 [0.5] 
Urban population in health care plans (million) 174 223 oie 
Rural health care coverage (%) 235 >80 >[56.5] 
Disposable income of urban residents (thousand yuan) 10.49 13.39 5 
Net income of rural residents (thousand yuan) 3 26 4.15 5 


Notes: GDP and incomes are measured in 2005 prices; 1 Canadian dollar = 7.18 yuan RMB in May 2006. 
[] indicates a cumulative figure for the five-year period. 
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China and Canada at a Glance 


General Information 


Capital city Ottawa Beijing 


Land area 9,922,385 km2 9,597,000 km2 


Population (2005) 32.4 million 1,307.6 million 


Ethnicity 200+ ethnic groups Han Chinese (92%) and 55 other 
ethnic groups 


Official languages English and French Mandarin 


Human Development Indicators 


Canada 


Human Development Index 
Ranking in the world (2003) Ben 85/177 


Life expectancy at birth 
(2000-2005) 79.9 years 71.5 years 


Combined gross enrolment 
ratio for primary, secondary, 
and tertiary schools (2002-2003) 94% 


GDP per capita (PPP US$, 2003) 30,677 


Source: United Nations Human Development Report 2005. 
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Economic Indicators 


Total GDP - US$ billion (2005)* 
Real GDP growth - % (2005)* 
GDP per capita - US$ (2005)* 


Growth competitiveness index 
ranking (2005)** 


Business competitiveness index 
ranking (2005)** 


Networked readiness index 
ranking (2005)** 


Notes: 
* International Monetary Fund. 
** World Economic Forum. 


1,121.4 
29 


Commodity Trade Between Canada and China, Millions of Canadian Dollars 


Canada's imports from China 
Canada's exports to China 
Trade volume = EX + IM 
Trade balance = EX - IM 
Canada’s imports from China 
Top 3 categories: 

Machinery 

Electrical machinery 

Toys and sports equipment 
Canada’s exports to China 
Top 3 categories: 

Organic chemicals 

Wood pulp 

Machinery 


Notes: 


2003 


18,581.3 


4,798.0 


235195 


112,/83 


3,033.8 
3,256.8 
19227 


422.2 
838.1 
289.5 


2004 


24,099.9 
6,654.6 
30,754.5 
-17,445.3 


4,716.3 
4,326.1 
2,056.6 


869.2 
1,038.8 
365.2 


2005 


29,498.5 
7,060.3 
36,558.8 
-22,438.2 


6,028.4 
5,589.4 
2217953 


9207 
874.6 
455.5 


% share of Canada's Total 
2003 2004 2005 


oye, 6.77 7275 
1.62 1.62 


4.01 4.45 


From Canada's perspective, China ranks number two among the countries from which it imports commodity goods (only next to the United States), 
and number four among the countries to which it exports commodity goods (following the United States, Japan, and the United Kingdom). 


Source: Statistics Canada. 
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Social Indicators 


Canada 


Total population — million (2005) 32.4 


Annual population growth rate - 
% (1975-2003) 


Urban population — % (2003) 


Population under age 15 (% of total) 


Population ages 65 and above 
(% of total, 2003) 


Total fertility rate — births per woman 
(2000-2005) TS 


Public expenditure on health as % of 
GDP (2002) 67 


Health expenditure per capita — PPP US$ 
(2002) 2,931 


Physicians per 100,000 people 
(1990-2004) 209 


Number of universities 90 * 


Full-time university students (million) Osis 


Adult literacy (%)*** 99.4 


Notes: 

* Association of Universities and Colleges of Canada; the numbers refer to that of 2005. 
** National Bureau of Statistics of China; the numbers refer to that of 2005. 

*** Euromonitor International; the numbers refer to that of 2004. 


Source: United Nations Human Development Report 2005, unless indicated otherwise. 


Technology Indicators 


Canada 


Telephone main lines per 1,000 
people (2003) 


Cellular subscribers per 1,000 
people (2003) 


Patents granted to residents 
per million people (2002) 40 


Research and development (R&D) 
expenditures as % of GDP (1997-2002) 1.9 


Researchers in R&D per million 
people (1990-2003) 3,487 


Source: United Nations Human Development Report 2005. 
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y Research Projet de recherche 
tive sur les politiques 


Horizons: A Shift in Direction 


he Policy Research Initiative 

has published Horizons for just 

over eight years. Over that 
time, it has metamorphosed several 
times. This issue marks the next step 
in that evolution: for the first time, 
all the articles in this issue have been 
subjected to rigorous anonymous 
peer-review. 


Following last summer’s readership 
survey, we have also adapted our 
editorial policies to better serve 

our readers. Thus, Horizons will 

no longer address a single theme per 
issue, although from time to time 


% 
> 


à \ = 


LA $ 


we may publish a thematic editions... 


Horizons is now also open to unsolicit-~ 


ed contributors from the policy 
research community at large. This 
will allow us to diversify the contents 
of Horizons beyond those areas of 
current PRI investigation. 


Horizons will be accepting a limited 
number of unsolicited papers on 
horizontal policy research for 
upcoming issues. 


The articles in this issue of Horizons, 
delve into a number of interesting 
policy research fields. 


TABLE OF CONTENTS 


nen eae Dieu béton Nature and Culture 


‘University of Victoria 


R. Anthony Hodge 
Anthony Hodge Consultants Inc. 


A Summary of “Review of E-Learning in Canada: A Rough Sketch of the 
Evidence, Gaps, and Promising Directions” 

Robert M. Bernard, Philip C. Abrami, C. Anne Wade 

The Centre for the Study of Learning and Performance (CSLP), Canadian 
Network for Knowledge Utilization (CanKnow), Concordia University 


(SER ener PE ORNE res 
EMERGING DEVELOPMENTS AND KNOWLEDGE IN PUBLIC POLICY RESEARCH 


Stéphanie Gaudet, professor at the 


‘University of Ottawa, is leading a 


research project on Canadians’ 
social participation across the life- 
course. Life-course research has 
been an important part of the PRI’s 
work, as this approach to policy 
shaping presents new opportuni- 
ties. Her article presents the prelim- 
inary results of this research. Two 
main findings emerge: there is no 
significant trend in terms of infor- 
mal practices among the Canadian 
population; and immigrant 
women, particularly those with 
young children, are generally 
excluded from all forms of social 
participation. 


In recent months, the PRI has 
been encouraged to look at inter- 
generational issues, in particular, 
the changing circumstances of 
youth. Jacques Légaré, professor 

at the Université de Montréal, and 
Pierre-Olivier Ménard, Master's 
student, have compared the baby- 
boom and post-baby-boom genera- 
tions (generations X and Y) in 
Quebec. Their results show that the 


www.policyresearch.gc.ca 


Policy Research Initiative 
56 Sparks Street, 15t Floor, 
Ottawa, ON K1P 5A9 


ISSN 1487-7090 
Publications Mail 
Customer no 40560504 


Canada 


Pocic y RESEARCH MT TA A TEV ES 


PRI Horizons Team 


ACTING EXECUTIVE HEAD 


Thomas Townsend 


MANAGING EDITOR 


Jean-Guy Desgagné 


EDITORIAL BOARD 


Alain Denhez 
Terrance Hunsley 
Jean Lock Kunz 


Doug Blair 
lan Campbell 
Catherine Demers 


PRODUCTION 


Lise Daoust 
Marissa Martin 
Elisabeth Vu 


DESIGN AND LAYOUT BY 
Zsuzsanna Liko Visual 
Communication Inc. 


The Policy Research Initiative (PRI) conducts 
research in support of the Government of 
Canada’s medium term policy agenda. Its 
core mandate is to advance research on 
emerging horizontal issues, and to ensure 
the effective transfer of acquired knowledge 
to policy-makers. As a peer-reviewed jour- 
nal targeting the federal policy community, 
Horizons publishes high-quality policy 
research papers from researchers across 
federal departments and from external 
experts. For more information on the PRI 
or to consult previous issues of Horizons, 
please visit <www.policyresearch.gc.ca>. 


All web sites referred to in this issue were 
confirmed as of November 2006. 


Any comments or questions? Requests for 
subscription or change of address? 


E-mail: horizons@prs-srp.gc.ca 
Phone: 613-947-1956 @ 


Fax: 613-995-6006 


The views expressed herein reflect 
solely those of the authors, and 
do not necessarily represent 


the views of the Government 
of Canada or any organization 
with which the authors or 
Horizons are affiliated. 


© Public Works and Government Services Canada, 2007 


EXECUTIVE BRIEF [conr'o] 


behaviours of generations X and Y 

are fairly different from those of the 
baby-boomers, whether it be the age 
at which they leave home, entering a 
relationship or fertility (and recourse 
to abortion), or even participation in 
the labour market. On the whole, the 
authors find that people belonging to 
generations X and Y lead less comfort- 
able lives than boomers. 


The article by Merrill Cooper presents 
the results of a contextual study on 
young Calgarians. Using indicators 
based on health and welfare determi- 
nants, the author paints a sombre 
picture of the risks faced by many 
young people. Despite a strong 
economy, Calgary’s particular demo- 
graphics suggest that the population 
of “vulnerable youth” will continue 
to rise. The author presents a strategy 
advanced by the United Way to 
counter this phenomenon. 


While the PRI has been focusing on 
regulatory reform in the context of 
North American Linkages, James 
Martin examines regulatory reform 
history in Canada. He argues that 

the entire system is much better 

than it was three decades ago that 
the process is infinitely better, and 
that the impact analysis of regulation, 
despite problems, is better as well. 
Nevertheless, the External Advisory 
Committee on Smart Regulation cer- 
tainly found further changes were 
needed. The Smart Regulation Action 
Plan has important initiatives, but 
may benefit significantly from a 
greater focus on improving accounta- 
bility and contestability in the system. 


Recent polls show the environment is 
an important concern for Canadians. 


The discussion on the Georgia Basin 
Ecosystem by Justin Longo and R. 
Anthony Hodge demonstrated that 
when crafting ecosystem initiatives, 
designers must be mindful of the 
presence of discordant “cultural eco- 
systems” that do not align with or 
map onto the natural ecosystem. An 
ecosystem perspective cannot simply 
be pushed onto people when the 
ecosystem definition is either incon- 
sistent with or unimportant to their 
story. When cultural and natural 
ecosystems are aligned, it can lead 

to vibrant institutional arrangements 
rooted in natural landscapes, with the 
resulting synergies contributing to the 
institution’s success. 


The Canadian Council on Learning 
funded the state-of-the-field review 
upon which this article is based, 
under a contract to Abrami, Bernard, 
Wade, and Schmid. The review 
encompasses public, research, policy, 
and practitioner perspectives, assesses 
what is incomplete in the various lit- 
eratures, explores what works (best 
practices), and provides a vision for 
promising new lines of research. 

The review focused on the role of 
e-learning in the following areas: early 
childhood learning; elementary and 
secondary learning; post-secondary 
learning; adult learning; and health 
and learning. 


We thank all our collaborators for 
their contribution, and hope that the 
new format of Horizons better serves 
our readers needs. 


Thomas Townsend 
Acting Executive Head 
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through the 
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Development 
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ince 2004, the fictitious character 

of Olivia has become a house- 

hold name in the world of fed- 
eral government policy development 
and research. This heuristic model 
graphically presents the changes in an 
individual’s occupational and family 
schedules over the course of life, as 
well as the individual’s economic and 
social resources over time (PRI, 2004). 
This analytical framework has elicited 
many positive and negative reactions 
on the part of both the academic and 
government communities. One of the 
comments we have heard is that this 
model does not succeed in including 
the notion of society and of a societal 
link. These notions are essential for 
developing overarching policy objec- 
tives, such as that of social cohesion 
(Banting, 2006). 


In this paper we will try to understand 
what society Olivia lives in and how 
she interacts within her personal 
networks or within local institutions. 
What does she do outside her profes- 
sional life? How does she participate 
in the community? What social 
determinants limit her participation? 
Thus, we are trying to comprehend 
the social context while using as our 
analytical unit the individual and his 
or her life-course. We will present the 
preliminary results of a research proj- 
ect on Canadians’ social participation 
over the course of their lives.! One 
aspect? of our research consists in 
using the 1998 General Social Survey 
(GSS) data on how Canadians spend 
their time. This database enables us to 
revisit, both theoretically and empiri- 
cally, the notion of social participa- 
tion. In presenting our results, we 
have emphasized the comparison 
between the practices of native-born 


Canadians and those of immigrants, 
since this is a particularly useful com- 
parison for understanding participa- 
tion within the private and public 
spheres. 


Life-Course Perspective 
at the Heart of the 
Socio-Economic Context 


By taking the individual as a unit of 
analysis, it is far easier to reconcile 
knowledge in sociology and in eco- 
nomics to help develop policy instru- 
ments. The risk in applying such a 
model, however, is to omit two major 
premises: 1) life contexts at various 
levels (country, province, community, 
neighbourhood, family, etc.) and dur- 
ing various periods shape individuals; 
and 2) society exists beyond the sum 
of individuals (e.g., institutions, social 
movements, etc.). Obviously, the 
theory on life-course integrates these 
elements, since individuals are not 
products of spontaneous generations 
and are rooted in a transmission of 
values, cultures and practices (Elder, 
2005). Thus, from one generation 

to another, there is production and 
reproduction of social representations 
and practices. The theory on life- 
course integrates this aspect of social 
reality, but the methodological and 
policy tools that are developed 

do not always manage to include 

this dimension. 


The challenge of including the 
societal dimension based on the 
life-course analysis derives therefore 
from a policy issue, but it raises two 
theoretical and empirical questions 
that we will be underscoring in this 
paper: 1) the need to reinterpret social 
participation at the methodological 
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level; and 2) the importance of 
redefining social participation within 
the private and public spheres. We 
will present preliminary data from our 
research project to illustrate what we 
are saying. 


What is Social Participation? 


In recent years, the academic and 
policy communities have shown an 
interest in the concept of social capi- 
tal, i.e., the outcome of exchanges 


perspective enables us to analyse 
the social link from the individual 
perspective. 


Social Participation in the Public 
and Private Spheres 


Social participation is commonly 
understood to mean a form of com- 
mitment in the public sphere. By 
using a definition of social partici- 
pation based on the donation of 
time, we are revisiting this concept 


It is recognized that being active on the labour market is one of the 
factors that increases someone likelihood of participating in society. 


among individuals within different 
networks (PRI, 2005). In this para- 
digm, it has been emphasized time 
and again that participation is an 
important element of democracy and 
of the feeling of belonging, and that 
certain forms of social commitment 
were on the decline, while other 
forms of commitment were emerging 
(Portes, 1998). In this research, we are 
anxious to understand which factors 
influence social participation. These 
questions are particularly interesting 
in a context where individuals lack 
time. What makes our research dis- 
tinctive is that it questions partici- 
pation practices and their context 
rather than their impacts, as does 

the social capital approach. For this 
reason, we are using the broader 
notion of social participation, which 
we define as donated time that circu- 
lates freely outside the State and the 
market sphere. As defined by Jacques 
T. Godbout (1992, 2000), studying 
this donation allows us to under- 
stand what is circulating on the 

basis of social links. This theoretical 


and integrating the dimension of 
public interest at the heart of the 
private sphere. 


Underlying a number of discussions 
at the heart of social policy is the 
notion of public interest. Indeed, 

the policy instrument must serve the 
public interest and not intervene in 
the domestic sphere, which many 
erroneously call the private sphere. 
Indeed, the domestic sphere is just 
one of the elements of the private 
sphere. The activities within the 
private sphere (mutual assistance 
within personal networks, exchanges 
between colleagues or neighbours, 
the role played by adults in dealings 
with neighbourhood children, etc.) 
are often of public interest, contrary 
to practices in the domestic sphere. 
For example, the policies having to 
do with the need to reconcile one’s 
work and family life come under the 
private sphere, but are of public inter- 
est. Some observers distance these 
questions from the public domain, 
since they make no distinctions 
between the private and domestic 


sphere. Conversely, when it comes 
to defining social participation that 
is of public interest, a number of 
observers fail to include the private 
sphere dimension. 


There are numerous lines of research 
on the new forms of commitment, 
mainly within the new generations, 
which are described as sporadic, 
informal and deterritorialized, and 

are emerging in the private sphere 
(Quéniart, 2001; Gaudet, 2002). 
However, a number of databases or 
research designs continue to account 
for and observe social participation in 
the traditional form of membership in 
associations or voluntary participation 
in formal volunteer and political 
organizations. For this reason, we 
believe that we must methodically 
review our way of gathering infor- 
mation on social participation. 


In order to revisit these concepts and 
their empirical operationalization, 

we used the 1998 GSS data on use 

of time. Such a database allows two 
important advances: we can assess 
actual practices relating to participa- 
tion, as opposed to the perception of 
participation by the participants; and 
we can obtain special information on 
emerging forms of social participation, 
in both the private and public 
spheres. Indeed, the logbook filled 
out by the respondents offers precise 
information on the type of activities 
engaged in by the individual over the 
course of a 24-hour day. Some activi- 
ties are traditional, such as volunteer 
work within an organization, while 
others, such as standing watch free of 
charge outside the house, provide us 
with information on the time that is 
offered free of charge through the 
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members of a social network — thus 
within the private sphere. We use the 
variable of social participation? that 
includes donating at least one minute 
of time per week to someone in a pri- 
vate sphere or to an institution in the 
public sphere. We excluded domestic 


activities (time spent on children). We 


use the variable of traditional partici- 
pation,* which consists of a rate of 
participation within a volunteer 
organization over the course of the 
year. To compare the rates of tradi- 
tional versus social participation, we 
analyse the differences between the 
participation of native-born Canadi- 
ans and immigrants. The case of 
immigrants is interesting to analyse, 
because most investigations reveal a 
very low rate of their participation 
within formal institutions (Couton 
and Gaudet, forthcoming). 


In Table 1, we compare the rates 

of traditional participation (annual 
voluntary participation) with social 
participation in the public sphere. 
We observe that 34% of Canadians 
report having given of their time 
during the year to a formal organiza- 
tion, while only 8.4% of Canadians 
donated their time on a weekly basis. 
These data can explain a gap between 
participation representations and 
practices, but they can also show 
that Canadians are involved in 
institutions very sporadically. 


The distinction made between 
traditional versus social participa- 
tion is particularly worth noting 
when it comes to comparing immi- 
grants’ participation. Indeed, 
numerous studies have shown 

lower participation by immigrants in 


TABLE 1 


Rate of Participation Distributed by Place of Birth (%) 


Traditional participation yes 
(annual basis) no 
Social participation yes 
(weekly basis) no 
Participation in private sphere yes 
no 
Participation in public sphere yes 
no 


since 36% of native-born Canadians 
report having participated on a volun- 
tary basis at least once in an organiza- 
tion during the year, as against 26.5% 
of immigrants. When we compare all 
social participation by the population, 
we see a less pronounced disparity 
between native-born Canadians 
(19.2%) and immigrants (16.4%). 
When we confine our comparison 
to participation within the private 
sphere, 8.8% of native-born Cana- 
dians participate, compared to 6.8% 
of immigrants. It seems that partici- 
pation by immigrants, although 
slightly lower than that by native- 
born Canadians, is less imperilled 
than the annual voluntary participa 
tion rates would have one believe. 
These results confirm the research 
findings that show that immigrants 
are less present within formal insti- 
tutions in the host country, but 

are active within other types of 
social networks. 


Participation over the Life-Course 


The distinction we are making 
between traditional and social 


Total Canadians  Immigrants 
34 36 26.5 
66 64 74.5 
18.6 19.2 16.4 
81.4 80.8 83.6 
12.5 13 10.5 
87.5 87 89.5 

8.4 8.8 6.8 
91.6 912 93,2 


interesting when it comes to under- 
standing the various trends from a 
life-course perspective. 


Figure 1 illustrates some trends 
worth watching among the Canadian- 
born and foreign-born populations. 
First, we can see a very wide gap 
between immigrants and native-born 
Canadians in the 35 to 44 age group 
regarding the rates of traditional par- 
ticipation. Immigrants have one of 
the lowest participation rates in this 
age group, while native-born Cana- 
dians are the most active at this age. 
The other aspect worth noting is 
that, although the rate of social par- 
ticipation is lower than the traditional 
participation rate, it changes con- 
stantly throughout the life of both 
native-born Canadians and immi- 
grants. Participation in the private 
sphere peaks among Canadians 

aged 35 to 54 and then dips slightly 
among those aged 54 to 64. Among 
immigrants, the trend is the reverse: 
starting with the 35 to 44 age group, 
participation increases steadily before 
peaking among those aged 55 to 64. 


formal organizations. Our findings on 
traditional participation confirm this, 


As Ro é This table indicates three things: 
participation is particularly 
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FIGURE 1 


Volunteering and Social Participation by Age Group and 


Immigrant Status 


50 
45 
40 
35 
30 
25 


% Participants 


15-24 25-34 


- = « - Cdn-born, volunteering, year 
- > - Cdn-born, total soc. part., week 


3 Cdn-born, private soc. part., week 


Source: Couton, Gaudet. 


TABLE 2 


Rate of Social Participation by Principal Activity and Place of Birth 


Activities 


Paid employment 


Looking for work 


Student 


Unpaid work 


Retirement 


Other? 


yes 
no 
yes 
no 
yes 
no 
yes 
no 
yes 
no 
yes 


no 


Canadian born 


17.7 
82.3 


20 
80 


10.3 
89.7 


26 
74 


24.2 
75.8 


24.9 
75.1 


65-74 


Immigrants, volunteering, year 
— >»<— Immigrants, total soc. part., week 


——s—— Immigrants, private soc. part., week 


Foreign born 


14.7 
85.3 


21.8 
78.2 


16.6 
83.4 


17.6 
82.4 


19.7 
80.3 


21.4 
78.6 


¢ participation by immigrants grows 
over the course of a lifetime, attrib- 
uted to such factors as the number 
of years they spend within the 
country and the fact that they 
likely have more time and opportu- 
nities to participate towards the 
end of their active life; 


+ older Canadians spend more time 
in the public sphere, to the detri- 
ment of the private sphere; and 


¢ young immigrants in the 35 to 
44 age group are the group most 
excluded from the three forms of 
participation. 


Immigrants between the ages of 35 
and 44 comprise the group most 
excluded from formal and informal 
participation practices. This exclusion 
seems especially worrisome given the 
fact that the most active age group 
among native-born Canadians is part 
of this age group. The high partici- 
pation rate of this age group among 
Canadians can be attributed to the 
presence of children in the household. 
When we analyse people’s participa- 
tion based on the presence of children 
in the household, what we see in 
Figure 1 is a rate of participation by 
immigrants of 16.9% and by Canadi- 
ans of 22%. This disparity is all the 
more pronounced when one considers 
that proportionately, more immi- 
grants have children in their house- 
holds (44.8%) than do native-born 
Canadians (37.5%). 


The high participation by adults 
living with children is attributable to 
such factors as their increased likeli- 
hood to be solicited to give of their 
time to educational or recreational 
organizations. Particularly among 
women, participation has shifted 
toward activities where they can share 
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time with their kids while becoming 
involved socially (Roos, 2006). The 
family is also a trigger for participating 
socially, since individuals want to 
transmit values to their children not 
only through the family, but also 
through institutions. The family is 
therefore an important socialization 
factor, and it often ties the individual 
to civil society (Gaudet and Reed, 
2004). In the case of immigrant fami- 
lies, it seems that the presence of chil- 
dren has a contrary effect on their 
social participation. 


Participation and Principal Activity 


It is recognized that being active on 
the labour market is one of the factors 
that increases someone’s likelihood 
of participating in society (Statistics 
Canada, 2001). The findings of the 
1998 GSS confirm this tendency. 
Within the total population, indivi- 
duals who work (51%) participate in 
greater numbers than do those who 
are retired (19.4%) and those who 
perform unpaid work at home 
(15.1%). However, we wanted to 
understand the distribution of indi- 
viduals who participate socially on 
the basis of their principal activity 
and their place of birth. 


If we analyse participation based 

on the types of activities carried 

out by an individual over the course 
of a given week, the results confirm 
the very high exclusion of immi- 
grant women. 


Table 2 sheds light on social participa- 
tion by principal activity, which often 
corresponds to a period in the life- 
course such as school, retirement and 
unpaid work, which usually coincides 
with the presence of young children 
in the household. If we consider that 
on average, three percentage points 


separate the social participation rates 
of native-born Canadians and immi- 
grants, two of the table’s statistics 
practically jump off the page. First, 
Canadians whose principal activity 
consists in working in the home have 
a high rate of participation (26%), 
while immigrants — often women — 
have a considerably lower rate 
(17.6%). This 8.4-point gap represents 
the largest disparity between immi- 
grants and native-born Canadians 
from the standpoint of principal 
activity. Conversely, Canadian-born 
students tend not to participate 
(10.3%), while immigrant students 
are very inclined to participate 
(16.6%). This gap might be attributa- 
ble to a high rate of participation 
within educational institutions or 
strong participation by young immi- 
grants in activities involving their 
community. 


The disparity in the participation 
rates between immigrants and native- 
born Canadians working in the home 
help us to understand the low rate of 
participation among the 35 to 44 age 
group illustrated in Figure 1. When 
we analyse participation rates by 
gender and place of birth, the rates 
among men are roughly the same 
among native-born Canadians 
(17.4%) as they are among immi- 
grants (17.1), while these rates differ 
greatly among women: 20.9% among 
native-born Canadians versus 15.7% 
among immigrants, all age groups 
combined. These results confirm the 
hypothesis whereby women are 
excluded once they have children and 
invalidate the hypothesis whereby 
immigrant women who have children 
are more present in informal net- 
works. Indeed, a recurring hypothesis 
in the scientific literature is that 


modes of participation among immi- 
grant women are more informal and 
cannot be observed with the help of 
indicators gauging formal participa- 
tion. Our social participation indica- 
tor, which includes both formal and 
informal activities, confirms the low 
rate of participation by immigrants 
aged 35 to 44 who work in the home 
and are for the most part women. 


Conclusion 


A number of researchers and observers 
of political, civic and social participa- 
tion hypothesized that social partici- 
pation was, rather than declining, 
changing forms within young genera- 
tions. The 1998 GSS helped us meas- 
ure these emerging forms, since the 
survey describes an individual’s activi- 
ties over a 24-hour day. This database 
allowed us to pinpoint participation 
practices within both the private and 
public spheres. The fact of the matter 
is that based on our observations, we 
cannot show that there is a significant 
trend toward informal practices 
within the population. We could 
assume that these practices are so 
sporadic that they do not register in 
the calculation of how time is spent 
over the course of a week. 


These preliminary research results do, 
however, offer a better understanding 
of Olivia’s social context and the char- 
acteristics that influence her participa- 
tion within society over the life- 
course. Thus, if Olivia is an immigrant 
mother between the ages of 35 and 
44, she is very unlikely to give of her 
time in either the public or private 
sphere. She seems to be facing a num- 
ber of obstacles that are preventing 
her participation. On the other hand, 
an Olivia born in Canada who is 

the same age and has children is the 
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person most likely to participate in 
the social and community life of 
Canadian society. 


These new theories on social par- 
ticipation allow us to invalidate a 
hypothesis that immigrant women 
have informal participation practices. 
Indeed, our results show that they 

are absent from social participation 

in the private and social sphere. Those 
between the ages of 35 and 44, who 
have children and who are stay-at- 
home mothers seem particularly 
excluded from all forms of social par- 
ticipation. Thus, this period in life 
that, for native-born Canadians repre- 
sents a point where time is in short 
supply for social and family involve- 
ment, seems to represent a period of 
social isolation for immigrant women. 
The presence of children seems to be a 
source or socialization and social ties 
among native-born Canadians, but 
not among immigrants. Can this phe- 
nomenon be attributed to difficulties 
associated with social adaptations and 
learning the language? To the number 
of children these women have? Fur- 
ther analyses are required to under- 
stand which factors and values lead 
adults with young children to partici- 
pate or not. 


1 This project is funded by the SSHRC and 
led by Stephanie Gaudet of the Univer- 
sity of Ottawa. Co-researchers: Paul 
Bernard, Universite de Montréal, Martin 
Cooke, University of Waterloo, Susan 
McDaniel, University of Windsor. 
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In our project on Canadians’ social par- 
ticipation through their life-course, we 
decided to conduct two types of investi- 
gations in order to understand the indi- 
vidual and contextual perspectives. The 
first is a qualitative investigation of the 
social participation that will take place in 
Ontario and Quebec. The other compo- 
nent of our research project consists in 
analysing quantitative data on the time 
spent participating in society. 


To measure social participation practices, 
we used Statistics Canada’s aggregate 
variable (VLNTORGN), which represents 
all voluntary activities carried out in 
service networks (institutions), second- 
ary networks (help and support for a 
member of the secondary network) 

and primary networks (adults within 

the household). This information gives 
us the duration in minutes of time given 
in each of the networks. We counted 
rates of participation comprising involve- 
ment of at least one minute over the 
course of a day for one of the social 
participation activities. 


So as to understand this bias in the per- 
ception of individuals, we compared — 
within the same 1998 GSS — a question 
dealing with traditional social participa- 
tion, where individuals were asked to 
respond to the following: E8: The next 
questions refer to your participation in 
a variety of unpaid volunteer activities 
helping various groups or organizations. 
In the past 12 months, have you volun- 
teered through a group or organization? 


This question reflects the information 
that we generally obtain with investiga- 
tions on the traditional forms of partici- 
pation, i.e., participation within a 
volunteer organization. 


The category “other” includes individu- 
als on parental leave and other types of 
sick leave. 
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“One generation plants trees and the next 
takes it easy under their shade.” 


- Chinese proverb 


Introduction 


Some researchers have described the 
generation born after the baby boom 
as the “sacrificed” generation. This 
generation has experienced high 
unemployment, insecure jobs and 
lower wages. What has been the 
situation in the Quebec context? Can 
it be said that this generation is truly 
different from its predecessors? 


The purpose of this study is to draw a 
portrait of “Generation X” and “Gen- 
eration Y” in Quebec. To provide an 
overview of these two groups, various 
aspects of their lives will be presented 
to provide a clear picture of the spe- 
cific characteristics of the two groups 
in comparison with the benchmark 
baby-boomer generation. 


It is appropriate to define who baby 
boomers, Gen-Xers and Gen-Yers are. 
For the purposes of this study, “baby 
boomers” are defined as people born 
immediately after World War II. 

In Quebec, the baby boom can be 
divided into two periods: a rapid rise 
in the birth rate followed by a sharp 
fall. We can thus define the people 
born between 1946 and 1956 as 
“old” baby boomers and those born 
between 1956 and 1966 as “young” 
baby boomers. 


While the literature (Ricard, 1992; 
Foot, 1996) provides a clear-cut 
definition for baby boomers, it is 
quite another story for Gen-Xers and 
Gen-Yers. That is why we have arbi- 
trarily decided to define Generation X 
as composed of people born between 


1966 and 1976 (with 1966 represent- 
ing the end of the baby boom) and 
those born between 1976 and 1986 
as belonging to Generation Y. 


1. Birth Numbers for 
Generations X and Y 


The starting point for our analysis 

is the average number of births per 
year for each of the groups. In the 
baby boomers’ case, there is a major 
increase in this parameter from 1946 
to 1966. At its peak in 1957, 145,000 
births were recorded in Quebec 
(Figure 1). While Gen-Xers are, not 
surprisingly, fewer in number than 
old and young baby boomers, they 
are also slightly more numerous than 
Gen-Yers (Table 1). 


The first conclusion then, is that 
Gen-Xers and the Gen-Yers contribute 
less demographic weight than baby 
boomers to Quebec society as a whole. 
This first conclusion is often cited as 
the reason for the differences in the 
Gen-Xers and the Gen-Yers compared 
with the other groups and is not a 
major revelation. As will be shown 
below, the higher numbers of baby 
boomers has apparently overloaded 
the various branches of Quebec 
society, thereby leaving little room 

for the succeeding generations. 


2. Gen-Xers, Gen-Yers and 
Their Families 


The figures mentioned above can 
imply that baby-boomers, Gen-Xers, 
and Gen-Yers have experienced 
markedly different family realities. 
Gen-Xers and Gen-Yers have grown 
up in smaller families (approximately 
two children per family), whereas 
baby boomers generally come from 
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FIGURE 1 


Births per Year in Quebec, 1900-2005 
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TABLE 1 


1945 1954 1963 1972 1981 1990 1999 


Year 


Average Number of Births per Year, by Generation 


Old: baby DOOMEIS’-. os... 5. eo cek. 
Young baby boomers ................... 
Generation Xe hs Mae ut wakes 6 ote 


Generation Yt eee al... 


Authors’ calculations. 
Source: Institut de la statistique du Québec. 


families with slightly more than three 
children on average. The type of fam- 
ily from which baby boomers come is 
also an important factor to take into 
consideration. The parents of baby 
boomers and Gen-Xers have adopted 
a similar type of marital structure: 
official marriages followed by few 
divorces. On the other hand, Gen- 
Yers have experienced more parental 
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divorce and a higher number have 
grown up in single-parent or 
blended families. 


2.1 Leaving Home 


Leaving home is a major stage in 
people’s lives in western societies. 
However, over time, the different 
generations have not experienced 
this stage in the same way. Not only 
have the reasons for leaving changed, 


but the older generation also left their 
parent’s residence earlier than the 
younger generations have done. 
While people born in the first half of 
the twentieth century left the family 
home relatively young when they got 
married, later generations not only 
left the family home later, but also 
more of them have never left home 
at all or have done so at an increas- 
ingly older age. While this phenom- 
enon very much exists in Canada, 

it is more prevalent in Quebec than 
in the rest of Canada and is particu- 
larly apparent in the case of men 
(Beaupré et al., 2006). Several factors 
have caused this situation; the eco- 
nomic situation in the 1980s and 
1990s, characterized by both severe 
recessions and weak economic 
recoveries, is partly responsible for 
this phenomenon. 


Another line of explanation is 
extended education: Gen-Xers are 
more educated than both old and 
young baby boomers. One result of 
their longer studies has been to delay 
the end of adolescence and thus pro- 
long their dependency on their par- 
ents. One fact is undeniable: the 
younger generations leave the family 
home at an older age than the older 
generations — as one journalist has 
whimsically noted: “[Translation] They 
‘fly with their own wings,’ but refuse 
to leave the nest!” 


2.2 Marriage and Common-law 
Relationships 


Gen-Xers and Gen-Yers marry less 
than baby boomers. Over the years, 
this type of union has tended to be 
replaced by common-law arrange- 
ments. Figure 2 clearly shows how 
cohabitational relationships have 
evolved in the various generations. 


A 
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Gen-Xers and Gen-Yers prefer com- 
mon-law relationships more than 
their pre-assessors. It is also note- 
worthy that common-law arrange- 
ments were adopted at a later age 
by old baby boomers than by the 
other groups. In the 25 to 29 age- 
group, approximately 30% of Gen- 
Xers live in common-law situations, 
compared with only 5% in the case 
of old baby boomers. 


2.3 Fertility 


A general observation: old baby 
boomers, young baby boomers and 
Gen-Xers (Gen-Yers are still too 
young) have had or will have roughly 
the same number of children. The 
final number of offspring observed 
and estimated for these three groups is 
1.8 children per woman for old baby 
boomers, 1.6 for young baby boomers 
and 1.6 for Gen-Xers. In short, all 
these generations reproduce at a rate 
that does not exceed the generation- 
replacement threshold. In addition, 

it seems likely that young baby 
boomers, Gen-Xers and Gen-Yers have 
had or will have their children at a 
later age than old baby boomers did. 


2.4 Abortions 


While the latter three groups have or 
will have roughly the same number 
of children, they also use abortion to 
a greater extent. As shown in Figure 3, 
the abortion rate has increased 
sharply from generation to genera- 
tion. Gen-Yers are the group that 

has used abortion the most, with 
Gen-Xers not very far behind. In 

the 20 to 24 age group, the abortion 
rate is approximately 0.6% for old 
baby boomers, 1.5% for young baby 
boomers, 3.0% for Gen-Xers, and 
3.5% for Gen-Yers. In absolute terms, 
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Source: Statistics Canada, Labour Force Survey. 


for women under 20, the number of 
abortions almost doubled between 
1980 and 1998, rising from 3,321 

to 6,418 (Charest and Villeneuve, 
2002). In short, this practice is much 
more prevalent in the lives of the 
younger generations than in their 
older counterparts. 


3. Gen-Xers, Gen-Yers and 
Work 


The analysis of individuals’ educa- 
tional attainment generally provides 
a good sense of their type of employ- 
ment and income level in the future. 
Higher educational attainment gener- 
ally implies “more prestigious” and 
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better-paid jobs. Study of educational 
attainment is thus of paramount 
importance in understanding genera- 
tional behaviour. 


Generally speaking, Gen-Xers and 
Gen-Yers have more college and 
university diplomas and degrees 
than baby boomers. This finding is 
nonetheless surprising since it appears 
to indicate that Quebec’s educational 
reforms in 1960 and 1968, which 
facilitated access to education for all 
social classes, do not seem to have 
significantly affected the educational 
attainment of baby boomers, who 
were of college and university age at 
that time. On the other hand, some 
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caution is required in coming to such 
a conclusion, since it is also possible 
that this situation, which appears to 
reflect more favourably on Gen-Xers 
and Gen-Yers, could be related more 
to a less promising labour market than 
to a desire to pursue knowledge. 


The Quebec labour market has been 
evolving constantly in recent years. 
The emergence of atypical work, 
characterized primarily by non- 
standard working hours and greater 
self-employment, has significantly 
upset labour market dynamics. How- 
ever, these changes have affected the 
generations differently. For example, it 
is common to associate baby boomers 
with jobs that are better paid and 


FIGURE 3 


Unemployment Rate in Quebec by Age (M/F) and by Generation 
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more secure. Conversely, Gen-Xers 
are perceived as taking more “McJobs” 
(Cheung, 1995), i.e., temporary and 
lower-paying jobs. However, do Gen- 
Xers and Gen-Yers have as bad work- 
ing conditions as is often claimed? 


While there are few discernible differ- 
ences in labour market participation 
rates, a generation-based analysis of 
unemployment rates points to other 
conclusions. For men, young baby 
boomers and Gen-Xers have experi- 
enced higher unemployment rates 
than old baby boomers. These differ- 
ences are particularly pronounced in 
the 15- to 30-year-old cohort, reflect- 
ing a less welcoming labour market. 
However, after these ages, the inter- 
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generational gap tends to diminish. 
In fact, from the age of 35 on, 
employment rates for the different 
generations are effectively the same. 
Although still young, Gen-Yers seem 
to integrate themselves more easily 
into the labour market, as reflected in 
their lower unemployment rates than 
those of the other two groups at the 
start of their working lives. Like men, 
women have not found it easy to 
enter the labour market. On the other 
hand, unlike men, these differences 
have quickly disappeared. It is even 
possible to state that, in certain cases, 
the situation of female Gen-Xers and 
Gen-Yers has been significantly better 
than that of their counterparts in the 
two baby-boomer groups. 


Overall, it is possible to conclude that 
Gen-Xers and Gen-Yers have joined 
the labour market at a comparatively 
older age. However, it is also impor- 
tant to look at what type of jobs they 
have had. 


It is often assumed that a person with 
a full-time job is better off than one 
with part-time employment: nonethe- 
less, the trends are not conclusive in 
the case of either men or women. 


Another employment quality 
indicator is the proportion of self- 
employment among workers. Self- 
employment has been expanding 
steadily in Quebec: between 1981 
and 2001, the number of people con- 
sidered self-employed has more than 
doubled — from 230,150 to 376,425. 
However, although this increase is 
impressive, the proportion of young 
people in the self-employed group 
has dropped. The reason for this is 
that the number of self-employed 


Source: Statistics Canada, Labour Market Survey. has increased in all age STEPS 
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A last point concerning the labour 
market is the attitudes of the various 
generations toward employment. 
Having confronted different realities, 
the different generations have 
different perspectives. Baby boomers 
have tended to willingly submit to 
their job constraints — accepting over- 
time and heavier workloads without 
too much objection. On the other 
hand, while Gen-Xers are less inclined 
to accept heavier workloads, they are 
still determined to achieve profes- 
sional success. For their part, Gen-Yers 
also want to be successful profession- 
ally (Howell, Servis and Bonham, 
2005). However, given their relatively 
young age, it is still premature to 
draw more definite conclusions at 
this stage. 


4. Gen-Xers, Gen-Yers and 
Various Other Social 
Aspects 


The previous sections have presented 
certain demographic and economic 
facets of Generations X and Y with 

a view to revealing major current 
trends in these generations. We will 
now identify what motivates these 
generations. 


4.1 Preparation for Retirement 


According to specialists, it is impor- 
tant to prepare for retirement as early 
as possible in one’s life. 


In addition to participating in 
Quebec’s pension plan, the Régime 
des rentes du Québec (RRQ) — which is 
compulsory for workers, contributing 
to Registered Retirement Savings Plans 
(RRSPs) is a more relevant indicator of 
individual willingness to save, given 
that this program is not compulsory. 


Contrary to preconceptions, con- 
tributing to RRSPs is not something 
for the elderly. In fact, both male and 
female Gen-Xers have RRSP participa- 
tion rates higher than those for the 
other generations. A possible explana- 
tion for this is the changes made to 
the RRSP program in the early 1990s. 


Although participation in RRSPs gives 
us a relatively favourable picture of 
the younger generation’s retirement 
preparations, we need to avoid com- 
ing to premature conclusions. As indi- 
cated above, employment quality and 
economic conditions have been very 
different from one generation to the 
next. Furthermore, we also need to 
take into account the sums invested — 
while participation may be more 
widespread, contribution levels may 
be lower. 


It could also be asked whether the 
younger generations have access to 
supplemental pension plans (SPPs) 
from employers that are as generous 
as those that their predecessors 
enjoyed. As shown in Figure 3, there 
is a Clear difference in favour of old 
baby boomers in terms of participa- 
tion in SPPs: for the 25 to 29 age 
bracket, SPP participation dropped 
from 35% to around 22% between 
1980 and 2000 (Langis, 2004). 


For women, the situation is somewhat 
different with young female baby 
boomers enjoying the highest SPP 
participation rate. This situation is 
possibly due to the fact that old 
female baby boomers have partici- 
pated less in the labour market than 
young baby boomers. Although this 
situation can be explained quite easily 
for women, it is still possible to make 


a general comment concerning both 
sexes. In fact, some studies have 
shown a correlation between the 
shift in jobs toward sectors where 
SPP and unionization levels are lower. 
It is very likely that this dynamic will 
not change in the near future. 


Overall, it can be stated that the 
younger generations — namely, 
Gen-Xers — have relatively high 

SSP and RRSP participation rates. 
However, in terms of all private 
saving vehicles, the picture is far 
less impressive, particularly because 
of the significant decline in defined 
benefit pension plans. 


4.2 The World of Politics 


Given the upheavals in recent years, 
it would be natural to think that rela- 
tions between Gen-Yers and authority 
figures are relatively poor, but this 

is far from the case. Although the 
dynamics between politicians and 
young people is now very different 
from that experienced in previous 
generations, it is still very positive in 
Quebec. “[Translation] It is not true 
that the young are less “political,” but 
what we see are new forms of social 
involvement more rooted in direct 
one-off responses,” (Pronovost and 
Royer, 2004). Gen-Yers thus do not 
seem to belong to any particular polit- 
ical movement. “[Translation] On the 
political front, this generation does 
not seem to be mobilized around 

any particular ideology at this time,” 
(Martel, 2000). Gen-Yers are activists 
and not spectators. As evidenced by 
the spring 2005 student strike in 
Quebec, young people (in this case, 
Gen-Yers and, to a lesser extent Gen- 
Xers) are more “political” than is 
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generally believed. This attitude is 
expressed both in group action 
(against globalization, the Iraq war, 
etc.) and in direct social involvement 
(for example, volunteer projects). 


According to some experts, this new 
dynamic is due to the freedom to 
travel that today’s youth enjoys. In 
2002 an estimated 50% of young 
people left not only their native 
region, but also their native country. 
“( Translation] Young people are 
champions of contemporary forms 
of nomadism, which gives them 

an international awareness that 

no previous generation possessed,” 
(Gauthier and Gravel, 2004). Further- 
more, advances in the media, which 
now Offer increasingly broad coverage 
of international issues, have also 

had an effect in raising this genera- 
tion’s awareness. 


Conclusion 


Generally speaking, Gen-Xers and 
Gen-Yers are quite different from 
their predecessors. Such differences 
are perceptible in terms of their his- 
tory and their current behaviour: 
higher education attainment, fewer 
children, greater recourse to abortion, 
etc. In short, Gen-Xers and Gen-Yers 
are different from baby boomers. The 
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social economic context in which 
they live is also quite different — reces- 
sions at the time of their entry into 
the labour market and the rise in self- 
employment have contributed to less 
favourable employment conditions. 


Although Gen-Xers and Gen-Yers 
differ from baby boomers in certain 
respects, in others the differences have 
faded with time. For example, the 
high unemployment rate of Gen-Xers 
at the start of their working lives has 
dropped considerably. As a result, 
intergenerational differences at the 
same age are now minimal. 


It is also important to stress that, 

in certain respects, the situation 

of young baby boomers is not very 
different from that of Gen-Xers. 

For example, there have been several 
years when the unemployment rates 
of young baby boomers have been 
higher than those of Gen-Xers. Fur- 
thermore, the proportion of self- 
employed workers has generally been 
higher for young baby boomers than 
for Gen-Xers and Gen-Yers. In other 
words, not all baby boomer groups 
have enjoyed better conditions than 
their successors — on the contrary, it is 
not only Generation X that has had 
a hard life! 


So, what can these generations hope 
for the future? Unfortunately, it is dif- 
ficult to answer this question. While 
the factors described here appear to 
indicate that the life paths of Gen- 
Xers will continue to be tortuous, 
those of Gen-Yers might be more 
straightforward. 


Notes 


1 The complete text of this study, 
together with all the tables and 
figures, is available online at 
<http://socserv.socsci.mcmaster.ca/ 
sedap/p/sedap158.pdf>. 


2 Jacques Légaré is an emeritus professor 
in the Department of Demography, 
University of Montréal. 


3 Pierre-Olivier Ménard is a master’s stu- 
dent in the Department of Demography, 
University of Montréal. 


References are available on our web site at 
<www.policyresearch.gc.ca>. 
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Information and Data Shortcomings 


It should be noted from the outset that some kinds of data and informa- 
tion that would be helpful in assessing the depth and parameters of some 
risks and challenges faced by vulnerable youth and their families are not 
currently available at the local level. These include Calgary data on: 


indicators of school climate and school engagement among youth; 


number/percent of parents participating and volunteering in junior and 
senior high schools, and the nature of parental involvement; 


number/percent of youth participating in community-based organiza- 
tions and activities, including out-of-school time and recreational 
programming; 

data on indicators of parental competency, nurturing, and supervision; 
data on indicators of hunger and household food shortages; 


number/percent of junior and senior high school students who work 
during the school year and number of hours worked; and 


data on indicators of peer connectedness and friendships. 


In addition, there are no useful local data on youth with disabilities, and 
data on most indicators of risk and well-being specific to immigrant and 

Aboriginal youth are not available or accessible at the local level; in fact, 

some data are not available at all. There are several reasons for these gaps 
and omissions. 


e On some indicators and outcomes, particularly for youth with disabili- 
ties, the data are simply not systematically collected or tracked. In some 
cases, this is because it would be extremely difficult, even impossible, to 
collect the data; in other cases, the reasons for lack of data collection are 
not clear. 


Risk and outcome data are often collected by way of national surveys, 
and response rates among immigrant and Aboriginal populations are 
often not high enough at the municipal level to allow for local analysis 
and reporting. 

Some data on immigrant and Aboriginal youth that may be of interest 
are deliberately not collected, because they could be misinterpreted or 
misused. An example would be data on involvement in crime and 
gangs that are specific to sub-populations of youth. 


Calgary's Vulnerable Youth proportion of young people in 
Calgary fail to negotiate the often 


challenging transition between child- 
vulnerable youth in Calgary commis- hood and adulthood. United Way 
sioned by United Way of Calgary 


and Area reveals that a significant 


A recent environmental scan on 
describes these young people as 


“vulnerable youth.” A significant 
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Risk and Protective Factors 


Risks are hazards in the individual or the environment that increase the 

likelihood of a problem occurring. The presence of a risk factor does not 

guarantee a negative developmental outcome, but it increases the odds of 
one occurring. Risk factors are cumulative; the research clearly shows that 
the more risk factors to which a young person is exposed, the greater the 
likelihood that he or she will develop problems in life. It must be empha- 
sized that not all youth who experience risk factors fail to thrive. A grow- 


ing body of research suggests that some people are, for a variety of reasons, 
more resilient than others and are able to emerge psychologically intact 
from high-risk situations. 


Protective factors are individual characteristics and environmental safe- 
guards that enhance a young person’s ability to resist problems and deal 
with life’s stresses. Again, the research shows that the more protective fac- 
tors in a young person’s life, the more likely it is that he or she will be able 
to avoid negative outcomes and succeed in the face of adversity. Protective 
factors contribute to resiliency, as described below. 


proportion of youth in Calgary live in 
less than optimal circumstances and 
lack the basics — from adequate food 
and shelter to love and guidance — 
that young people need to become 
healthy, happy, responsible adults. 


Resilience 


Some vulnerable youth are at risk of 
losing their way; others have already 
crossed the line and become involved 
in dangerous and potentially destruc- 
tive behaviours and activities. 


Resilience is an individual’s capacity for adapting to change and stressful 
events in healthy and flexible ways. The individual factors identified as 
contributing to resiliency include sociability, self-esteem, skill-based compe- 
tence, a sense of personal competency, the ability to plan, cognitive ability, 
a sense of meaning, problem-solving ability, optimism, internal locus of 
control, skills in coping with stress, and resourcefulness in seeking support. 
Resilience has been identified in research studies as a characteristic of 


youth who, when exposed to multiple risk factors, show successful 
responses to challenge, and use this learning to achieve successful out- 
comes. However, “{i]t must be noted that resilience is not the same as 
positive behaviour. In stressful circumstances with limited resources, 


one individual’s gain must be at the expense of someone else’s loss, a 


zero sum game. In such situations, resilience may take the form of anti- 
social behaviour, such as resources gained by criminality in inner city 


environments” (Sameroff, 2005: 4). 
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The environmental scan suggests 

that a few things have improved for 
Calgary youth in recent years. Among 
all young people in the city, rates of 
teen pregnancy, smoking, and youth 
crime have continued to decline, and 
it appears that rates of substance use 
and abuse have either leveled off 

or decreased. 


On the other hand, youth homeless- 
ness has increased exponentially, 

high school completion rates remain 
among the lowest in Canada, rates 

of sexually transmitted infections are 
on the rise, and the use of crystal 
meth, and the crime and violence 
with which it is associated, appear to 
be escalating. Moreover, the incidence 
of problems and vulnerability is par- 
ticularly high among specific groups 
of youth, most notably, youth living 
in poverty, homeless youth, Aborigi- 
nal youth, and immigrant and refugee 
youth. For example: 


+ Among Aboriginal youth, rates of 
smoking and cannabis use are at 
least double and the use of mush- 
rooms/mescaline is triple those 
among youth as a whole. In addi- 
tion, the percentage of Aboriginal 
youth reporting signs of alcohol 
abuse is almost three times that 
of youth as a whole. 


e The high school drop-out rate 
among English as a second lan- 
guage students appears to be 
double that of other students, 
and only about half of Aboriginal 
youth complete high school. 


+ Most youth who are members of 
ethno-cultural minority groups 
who have been surveyed report 
that they have witnessed or experi- 
enced racial discrimination. Ethno- 
cultural tensions appear to be on 
the rise among youth. 
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¢ About half of street-involved youth 
report they have been pregnant 
or gotten someone pregnant and 
more than one quarter report they 
have been involved in sex work. 


The environmental scan attributes 
the increasing numbers of vulnerable 
youth to burgeoning risk factors in 
the city which, collectively, can jeop- 
ardize their chances of optimal physi- 
cal, social, emotional, and cognitive 
development, and diminish their life 
chances now and in the future. Many 
risk factors occur in clusters with few 
young people experiencing only one 
or two risk factors. These can include: 
¢ a high proportion of youth (22 per- 
cent) living in lone-parent families; 
* a possible increase in family 
dysfunction, as indicated by an 
increase in 2005 in calls to police 
for service for domestic violence 
issues, in which children or youth 
were present 42 percent of the 
time; 
+ more parents working multiple 
jobs to make ends meet, making it 
difficult to supervise their children; 


¢ growing numbers of independent 
youth and families with children 
who are encountering difficulties 
in meeting basic needs in the 
areas of housing, food, and 
other necessities; 


¢ affordable housing problems that 
have now reached crisis propor- 
tions; 

+ despite Calgary’s economic pros- 
perity, an escalating disparity 
between the incomes of the city’s 
richest and poorest residents, along 
with high rates of poverty among 
immigrant and Aboriginal people; 
and 


¢ an increase in the number of 
Calgary neighbourhoods that 
include high proportions of people 
with no market income, low edu- 
cational attainment, low school 
enrolment among adolescents and 
young adults, and a high share of 
income from transfers. 


changing demography. Aboriginal 
children and youth are the fastest- 
growing segment of Calgary’s child 
and youth population and, although 
firm projections are not available, it 
is expected that Calgary’s Aboriginal 
youth population may double over 
the next decade. The percentages 


The environmental scan suggests that a few things have improved 
for Calgary youth in recent years. Among all young people in the city, 
rates of teen pregnancy, smoking, and youth crime have continued to 
decline, and it appears that rates of substance use and abuse have 


either leveled off or decreased. 


Growing Problems on the 
Horizon 


The environmental scan paints a 
rather dismal picture for vulnerable 
youth in the coming years. It is pro- 
jected that the discrete population of 
vulnerable or “troubled” youth may 
increase significantly over the next 
decade and, possibly, beyond. As the 
demand for young, educated, flexible 
workers increases, there is likely to 
emerge a greater number of chroni- 
cally unemployed youth with serious 
skill deficits who lag far behind their 
peers, and who will end up very mar- 
ginalized. It is probable that the com- 
bined effects of these problems will 
be greater than the sum of their parts. 
More young people, many of them 
with less than ideal backgrounds, dis- 
enfranchised from the work force and 
subsisting on meagre incomes, living 
in unstable and inadequate housing, 
will almost certainly contribute to a 
spectrum of serious social problems 
in Calgary. 


These problems may be compounded 
by ongoing population growth and 


of youth who are immigrants and 
members of visible minority groups 
are expected to rise to about 15 and 
33 percent respectively of all Calgary 
youth over the next decade. The num- 
ber of English as a second language 
students in Calgary’s public education 
system has increased by 400 percent 
in 10 years, and will continue to esca- 
late for the foreseeable future. Even 

if all other risk factors hold constant, 
the growing number and proportion 
of refugee youth, English as a second 
language students, and Aboriginal 
youth mean that more young people 
face precarious futures. 


Calgary appears to be failing vulnera- 
ble youth on many dimensions, for 
which all residents will pay the price 
in the coming years. We need only 
look to other Canadian cities, such 

as Winnipeg, Saskatoon, Montréal, 
and Toronto, to see how problems can 
evolve when youth are unable to par- 
ticipate in, contribute to, and benefit 
from all their cities have to offer. Solu- 
tions at both the policy and program 
levels are urgently required. 
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United Way's Targeted 
Strategy for Vulnerable 
Youth in Calgary 

In 2005, United Way of Calgary and 
Area committed to developing its 
Impact Plan for Children and Youth 
with the goal of producing a clear, 


comprehensive strategy to guide 
United Way’s children and youth 


dropping out of high school, enter- 
ing post-secondary education, 
entering the work force, and moving 
from child welfare status and care 

to independence. 


Based on a wealth of research about 
vulnerable youth, United Way identi- 
fied three areas of focused investment 
over the next three years. 


The environmental scan paints a rather dismal picture for vulnerable 
youth in the coming years. It is projected that the discrete population 
of vulnerable or “troubled” youth may increase significantly over the 


next decade. 


investments at multiple levels (direct 
services, Community partnerships and 
collaboration, policy work) over the 
next three years. 


The Plan includes a strategy that 
specifically targets vulnerable youth. 
While United Way is committed to 
helping all young people succeed, it is 
recognized that youth who face obsta- 
cles to success require special atten- 
tion. The term “vulnerable youth” 
was chosen deliberately to ensure that 
the targeted plan focuses on youth all 
along the broad continuum of risks 
that can undermine young people's 
life chances. 


To this end, United Way is investing 
in programs and initiatives that 
reduce the risk factors that impede 
positive youth development and 
bolster the protective and supportive 
factors that contribute to successful 
life transitions in adolescence and 
early adulthood. Key transition points 
in these stages of life include moving 
from junior to senior high school, 


1. Build resiliency in families with 
vulnerable teens. 


The importance of good parenting 
and strong families for child and 
youth development cannot be 
overemphasized and may be the 
most important factor influencing 
child and youth well-being, with 
the exception of adequate income. 


2. Engage vulnerable youth during 
non-school hours. 


Many youth are unsupervised and 
disengaged during “critical hours” 
(i.e., after school, on weekends, 
and during school holidays), which 
can lead to involvement in danger- 
ous and unhealthy activities. The 
lack of adult supervision and par- 
ticipation in self-care for both chil- 
dren and adolescents has been 
linked to a range of problems and 
risk behaviours. 


3. Improve outcomes for high-risk youth. 


United Way wants to help vulnera- 
ble youth achieve the following 
developmental outcomes, which 


studies have shown are essential in 
making a successful transition from 
adolescence to early adulthood: 


¢ high school completion, com- 
mitment to learning, and an 
informed, forward-looking 
strategy; 


¢ critical thinking skills and use 
of logic; 

e clear values, positive interper- 
sonal relationships, and pro- 
social attitudes; 


+ positive sense of identity 
and sense of belonging, self- 
regulation and restraint, and 
high levels of moral reasoning; 
and 


¢ good physical health and 
avoidance of risky lifestyle 
behaviours. 


To ensure that these strategies are fully 
implemented and achieve maximum 
impact, United Way will also convene 
a funders’ table, facilitate collabora- 
tion among community stakeholders, 
identify and address policy issues, and 
evaluate the effectiveness of program 
and policy initiatives. 


Note 


1 This article is an abridged version of 
two papers (Cooper, 2006a,b) written 
for United Way of Calgary and Area. 
Complete references for the data and 
findings presented in this article can 
be found in these papers. 


References are available on our web site at 
<www.policyresearch.gc.ca>. 
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Introduction 


odern governments have 
long sought to improve 
how they intervene in 


their economies and societies through 
regulation.? Globally, this has been 
manifested in several ways. For 
instance, standards have been set for 
regulatory initiatives in trade agree- 
ments (e.g., the Technical Barriers to 
Trade or Sanitary and Phyto-sanitary 
Obligations of the World Trade 
Organization), respecting both 

the evidentiary basis for regulations 
and transparency of the process for 
effecting them. As well, a condition 
of membership in the OECD is 
adherence to the Recommendation 
on Improving the Quality of Govern- 
ment Regulation (which specifies 
minimal standards in making of regu- 
lations). With respect to the approach 
to regulatory impact analysis, there 
has been a convergence of views on 
the quality requirements to be met 
(Jacobs and Associates, 2005: 3). 


The Government of Canada has 

had formal policies and practices 

to improve quality in regulating 

since 1978. Yet, in 2004 the External 
Advisory Committee on Smart Regula- 
tion (EACSR) found areas for improve- 
ment, making 73 recommendations 
for change and thereby launching 

a new round of regulatory improve- 
ment (Canada, 2004). Recognizing 
that government is somewhat of an 
art and will never be “perfect,” it is 
still troubling that, after almost three 
decades of effort, significant concerns 
remain about the quality of the analy- 
sis underlying federal regulation. 


This paper briefly reviews the recent 
history of federal “regulatory reform,” 


argues that significant improvement 
has in fact been made, and then 
concludes that further progress 
depends, in large measure, on improv- 
ing accountability and making analy- 
sis more contestable.S 


A Brief History of Regulatory 
Reform in Canada 


The 1970s and Early 1980s 


During the 1970s and early 1980s, 

a key component of regulatory 
reform was the introduction, in 1972, 
of the Statutory Instruments Act, which 
governs the formal legal process of 
making subordinate legislation (regu- 
lations). That Act also established 

the review of regulations by the 

Joint Standing Committee on the 
Scrutiny of Regulations and Other 
Statutory Instrument® (SJC), to ensure 
promulgated regulations are within 
authorities provided by the Parliament 
of Canada. 


By the mid-1970s, disenchantment 
with effectiveness of “government” 
had set in. Canada was suffering 
from “stagflation,” which led to 
the introduction of wage and price 
controls, one of the most intrusive 
regulatory interventions in the 
economy ever attempted. 


Besides economic challenges, the 
demographic, social, and political 
landscape shifted rapidly in the 1970s. 
In 1976, the Government of Canada 
policy statement, The Way Ahead, 
recognized important limits to gov- 
ernment and called for the modern- 
ization of programs and policy. 


The late 1970s saw a flurry of new 
policies, procedures, and organizations 
intended to improve regulatory 
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programs. Pushed along further by 
other studies,” the focus was on: 


¢ providing a solid legal framework 
for regulation making; 


¢ having better analysis as the basis 
for decisions on regulatory initia- 
tives and existing programs; 


¢ having greater transparency and 
stakeholder involvement in the 
regulatory process; 


¢ minimizing the economic effects 
of inappropriate regulation; and 


+ creating organizations to promote 
regulatory reform. 


The Mid-1980s to Early-1990s 


The second recognizable round of 
regulatory reform started in the mid- 
1980s and carried through until the 
mid-1990s. Reforms during this period 
laid the foundation for current regula- 
tory policy and processes; they were 

a giant step forward. 


In 1986, the Cabinet approved several 
major actions stemming from the Task 
Force on Program Review (a.k.a. the 
Nielsen Task Force). These focused 

on redressing the most egregious eco- 
nomic harms created by regulatory 
interventions, but also tried to open 
up the regulatory process to stake- 
holders. Initiatives’ included the first 
Canadian over-arching policy state- 
ment on the use of regulation as a 
government instrument and appoint- 
ment of the Minister Responsible for 
Regulatory Affairs. Substantively, there 
were over 80 sector-specific reforms, 
some very significant such as deregu- 
lation of the transportation industry, 
elimination of the national energy 
program and introduction of a new 
broadcasting act. 


As well, reforms included a new, 

more rigorous, open, and transparent 
regulatory process, managed by a 

new central agency. New requirements 
included pre-publication of proposals 
in the Canada Gazette Part I, manda- 
tory stakeholder consultation, policy 
scrutiny of major proposals by 
Cabinet committees, and introduction 
of regulatory impact analysis state- 
ments (RIAS). 


The RIAS was central to the process 
changes. This new decision-making 
document was to accompany all regu- 
latory proposals. A RIAS was to sum- 
marize proposed regulations, identify 
associated benefits and costs, identify 
major alternatives and reasons for 
rejection, and summarize consultation 
results. Ministers were to use the RIAS 
in deciding whether to approve regu- 
lations. Breaking from past tradition, 
these Privy Council decision docu- 
ments were published along with the 
regulations. The public saw the basis 
for government decisions. 


In the early-1990s, policies and 
processes were modified in important 
ways. In 1991, ministers became 
responsible for approving and signing 
RIAS documents (instead of treating 
them as a bureaucratic document 
approved by departmental and central 
agency Officials). In 1992, a new regu- 
latory policy was issued as a Treasury 
Board directive, focused on a few key 
principles. A parliamentary committee 
was established to review the competi- 
tiveness of regulatory programs, and 
an internal review of all regulatory 
programs was launched (ultimately 
leading to 800 plus changes). 


The 1992 policy did not focus exclu- 
sively on making new regulations; 
it addressed program management 


issues for both existing and new 
regulations. The policy included 
requirements to have, inter alia, 
appropriate compliance and enforce- 
ment policies, and sufficient resources 
to fulfill related Government of 
Canada responsibilities. 


Following its promulgation, the 
Treasury Board Secretariat devoted 
considerable time and effort to deve- 
loping guidelines to help regulators do 
a better job, developing best practices, 
and generally trying to assure regula- 
tors the regulatory policy/process 
would help them do a demonstrably 
better job. 


The Regulatory Policy was modified 
in 1995 but this represented a small 
shift in focus. The changes in the 
Policy provided more guidance on 
meeting trade obligations, introduced 
the ISO 9000-like Regulatory Process 
Management Standards (RPMS) — but 
did not require that they be formally 
audited periodically — and required 
regulators to give positive considera- 
tion to requests to meet regulatory 
obligations in alternative but equally 
effective ways. 


In 1999, a new policy was issued as a 
Government (i.e., Cabinet) Directive 
on Regulating (GD-R), but is virtually 
identical to the 1995 policy. This 
policy currently governs regulating 
in the Government of Canada. 


Smart Regulation: The Next 
Round of Regulatory Reform 


In 2002 the OECD assessed Canada’s 
regulatory environment? and con- 
cluded Canada had “a mature and 
well-functioning system of regulatory 
governance” and was “a pioneer in 
many areas of reform,” including 
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introduction of noticeable innova- 
tions” such as the RPMS. The assess- 
ment also concluded, however, many 
practices could be sharpened:10 


e further rationalization of criteria in 
the regulatory policy; 


The Committee’s report, Smart 
Regulation: A Strategy for Canada, was 
released in 2004, making 73 recom- 
mendations. Important messages 
(Canada, 2004: 10) to be taken from 
the report were the need for: 


The Smart Regulation Action Plan has initiatives to improve guidance 
and training, but will they be enough? Others, for example William 
Stanbury, have argued that improved accountability is the key to 
success in improving impact analysis quality. 


+ develop a stronger advocacy role 
for regulatory reform; 


+ strengthen capacities to prepare 
and review RIAS (RIAS quality was 
found lacking in many instances in 
such as areas as depth and clarity 
of analysis, the underlying assump- 
tions, the data quality, risks and 
problems being addressed, real 
alternatives to the proposal, etc.); 


e establish a systematic but targeted 
ex post evaluation of the compli- 
ance to the Regulatory Policy 
requirements and standards; 


¢ act to address remaining shortcom- 
ings in the regulatory impact 
analysis system (targeting, address- 
ing quasi-regulatory instruments, 
better training and methodology); 


¢ review requirement to address 
alternatives to regulation; and 


+ accelerate implementation of the 
Agreement on Internal Trade. 


In May 2003, the federal government 
established the External Advisory 
Committee on Smart Regulation “to 
provide an external perspective and 
expert advice on how the federal gov- 
ernment needs to redesign its regula- 
tory approach for Canada in the 21st 
century” (Canada, 2004: 5). 


¢ more regulatory co-operation and 
co-ordination within Canada; 


¢ amore strategic international 
approach to regulatory co- 
operation; 

+ better reflection of the perspectives 
of key stakeholders; 


¢ more cost-effective, timely 
processes; 


¢ a greater focus on results; 


e better performance and accounta- 
bility mechanisms; and 


e a cultural change among regulators 
(supported by better training and 
clear commitment). 


The Government of Canada released 
its Action Plan, responding to the 
EACSR report, in March 2005. The 
Plan includes several sector-specific 
initiatives, new framework policies, 
and guidance to help regulators do 

a better job, improved international 
regulatory co-operation (now linked 
with the Security and Prosperity Part- 
nership agreement, but the Action 
Plan did not include initiatives to 
strengthen the Agreement on Internal 
Trade), and finally a number of 
process changes intended to stream- 
line the regulation-making process 


through a new system of triaging pro- 
posals (this was also intended to allow 
TBS to focus their challenge on the 
more significant proposals). 


It is still too early in the implementa- 
tion stages of the Action Plan to assess 
its effectiveness as a reform initiative. 
Based on what can be learned from 
the past reform exercises summarized 
above, effective mechanisms to ensure 
accountability and contestability will 
be critical to success of the Smart 
Regulation initiative. 


A Way Ahead 


The Smart Regulation Action Plan 
has initiatives to improve guidance 
and training, but will they be 
enough? Others, for example 
William Stanbury,!! have argued 
that improved accountability is the 
key to success in improving impact 
analysis quality. 12 


Stanbury argued in 1992 that the 
problem was a lack of self-discipline, 
requiring better accountability mecha- 
nisms. While Stanbury put forward 
some 28 recommendations, !3 few 
were adapted by the parliamentary 
committee. Rejection may be because 
some — for example the review of 
major regulatory initiatives by stand- 
ing committees — were already avail- 
able; others were only minor process 
tweaks. His basic thesis, however, was 
deadly accurate in my view. 


More effective mechanisms to ensure 
accountability and contestability 

can be found that will improve 
accountability to the public and 
Parliament. For instance, there can 
be better information on regulation 
provided to Parliament, individual 
regulators can be ascribed greater 
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personal accountability before parlia- 
mentary committees, and the parlia- 
mentary committees could engage in 
more in-depth scrutiny of regulatory 
programs and regulations. 


As well, it can be argued that the 
quality of analysis, and of the result- 
ing regulation, will improve if there 
is greater “contestability” of ideas, 
analysis, and decisions. This requires 
a better flow of pertinent informa- 
tion before and after decisions are 
taken, an enhanced capability to 
use that information, and new 
opportunities to “debate” (but with- 
out overturning traditions of collec- 
tive Cabinet decision). 


The following summarizes five ideas 
for achieving greater accountability 
and contestability. 


1. Disseminate Performance 
Information on the Regulatory 
System 


It has long been argued by some 

that the impact of regulation on 
competitiveness is primarily due to 
the combined impact of many regula- 
tions (i.e., the regulatory system as a 
whole). To address this aspect of per- 
formance information, the Treasury 
Board President could report annually 
to Parliament on the functioning of 
regulatory programs as a whole. Such 
a report could list the programs (about 
150 of them when last counted in 
1984), the number/size of new regula- 
tory initiatives, the cost of regulatory 
programs to government, and an esti- 
mate of the aggregate economic costs 
(administrative costs or “paper bur- 
den,” compliance costs, and social- 
welfare cost). As well, it could estimate 


benefits and costs of all initiatives 
over the past year. 


Parliamentarians and the public 

can do a lot with such information 
over time to determine whether regu- 
lation in aggregate is becoming more 
cost effective. It is to be noted that 
the Smart Regulation Action Plan 
states initiatives will be taken to 
improve performance information 
on regulation. 


committees already have a policy 
responsibility to review regulatory 
program effectiveness, and so should 
not require further encouragement 
nor require substantial new resources. 
Standing committees, of course, vary 
in the extent to which they chose to 
venture into regulatory territory. 


However, parliamentary authority 
over regulation would be enhanced 
by strengthening the mandate! of 


The key to compliance with any government policy — including the 
Government of Canada Regulatory Policy — is to ensure that effective 
accountability mechanisms are in place. 


Annual Reporting is not a simple task. 
There would be real challenges in 
developing adequate data, especially a 
“baseline” for reporting. Nevertheless, 
the Americans have addressed this 
issue (the Office of Management and 
Budget issues such a report to Con- 
gress each year!4) and the Govern- 
ment of Canada can surely develop 
adequate procedures over time. 


A more radical recommendation 
would be to force “discipline” in 
designing regulatory programs by 
focusing on aggregate costs through 
creation of a regulatory budget,!5 but 
there are important disadvantages 
(and advantages) associated with such 
an initiative. No start in this direction, 
however, could even be contemplated 
unless reasonably adequate cost infor- 
mation could be developed. 


2. Strengthen Parliamentary Review 


It has already been mentioned that 
parliamentary standing committees 
can review regulatory programs. 
Indeed, one could argue that standing 


the Standing Joint Committee on the 
Scrutiny of Regulations and Other 
Statutory Instruments to review and 
comment on the adequacy of the 
RIAS. The Committee would, of 
course, require additional human 
and financial resources. 


Its current authority to recommend 
disallowance to Parliament could be 
extended to include cases where a 
RIAS provides misleading information 
that would have significantly affected 
or precluded effective public debate. 


The Standing Joint Committee has 
focused on legal drafting issues, which 
is an important function, but it would 
be natural to extend this Committee’s 
mandate — it already looks at each 
and every regulation in detail — to 
also review the quality of the pub- 
lished analysis. 


This recognizes the critical importance 
of having good information available 
to the public as a substitute for the 
full and open parliamentary process 
in legislating. 
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3. Improving Accountability 


The key to compliance with any gov- 
ernment policy — including the Gov- 

ernment of Canada Regulatory Policy 
— is to ensure that effective accounta- 
bility mechanisms are in place. 


The new Accountability Act embeds the 
concept of Deputy Minister as their 
department’s “accounting officer.” 
Essentially it means that the Deputy 
Head is personally accountable to Par- 
liament for their department's adher- 
ence to Treasury Board policies. There 
is no possibility of saying “just follow- 
ing orders” if called to task before a 
Parliamentary Committee. 


The new Act, therefore, can facilitate 
the “self-discipline” that Stanbury 
talked about,!” the new government 
directive on regulating (this is part 
of the Smart Regulation Action 
Plan) could be issued as a Treasury 
Board directive. 


This would have several effects. First, 
the directive would then have a clear 
statutory basis being promulgated 
pursuant to section 7 of the Financial 
Administration Act. One would not 
have to rely on convention. 


Second, the treatment under the new 
Accountability Act is different depend- 
ing on whether Treasury Board or 
Cabinet issues the directive on regulat- 
ing. That Act makes deputy heads 
accountable in their own right to par- 
liamentary committees for ensuring 
compliance with government policies 
and directives. This includes regula- 
tory policy no matter how they are 
issued. However, if the directive is 
issued as a Treasury Board directive 
then the new Act would also require 
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deputy heads to register, in writing, 
any disagreement with ministers over 
application of the regulatory policy 
with the Treasury Board Secretariat. 
This would then trigger consideration 
and decision by the Treasury Board on 
the matter with a record of decision 
deposited with the Auditor General. 
As deputy heads would have a legis- 
lated recourse mechanism open to 
them, they could be held accountable 
by committees in case a breach of the 
GD-R was observed. Individuals or 
organizations who felt that a serious 
breach of the policy had occurred 
would be able to appeal to Parliamen- 
tarians to investigate and challenge 
the appropriate Deputy Head. 


Jayson Myers, Vice-President of 

the Canadian Manufacturers and 
Exporters, in discussing this option 
with a Senate Committee, stated 
“We believe [issuing the GD-R as a TB 
Policy], coupled with the provisions 
of the federal accountability bill, 
would promote greater compliance 
by regulating departments and agen- 
cies with government [regulatory] pol- 
icy and would create more efficient 
and effectively enforced regulations 
for all Canadians.” 


4. Getting Better Analysis 


One possibility for consideration 

is to create and fund a new quasi- 
government body to challenge the 
quality of analysis in the RIAS system 
or, in some cases, in policy develop- 
ment exercises, at several stages. In 
the case of significant regulations, it 
is suggested that the entity would 
intervene at the methodology devel- 
opment stage, and for larger regula- 
tions at both the pre-publication and 


approval stages. By providing advice, 
guidance and substantive commen- 
tary to departments and agencies, 
this organization would help address 
many of the capacity issues identified 
by the OECD in their Assessment 

of Canada. 


It is envisioned that the organization 
would provide these assessments to 
both the originating department and 
the Treasury Board ministers. 


The organization could also publish 
an annual assessment of the adequacy 
of performance information on 
regulatory programs reported in 
departmental performance reports, 
and the adequacy of regulatory 
impact analyses conducted through 
a RIAS — by department. Moreover, 
they could provide comments on 
the proposed annual report by the 
Treasury Board President (Option 1 
above) which could be published 
along with the Report. 


Having a “third party” impartially 
review analysis can enhance its credi- 
bility. A Conference Board publication 
(2005), Rebuilding Trust in Canadian 
Organizations, argued there has been a 
general decline in trust in institutions. 
It then proposed to improve trust 
through greater use of “trusted inter- 
mediaries.” These intermediaries 
would provide assurance to sceptical 
audiences. Ministers and stakeholders 
may put greater trust in analysis (i.e., 
use it) if the challenge to the analysis 
is carried out by a trusted intermedi- 
ary and is made public. The Australian 
experience has shown that the use 

of third parties provides an incentive 
to conduct good analysis in the 

first place. 
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5. Periodically Audit Compliance 
with the Regulatory Process 
Management Standards 


A final suggestion to improve 
accountability is to have the Treasury 
Board Secretariat audit compliance 
of the more significant regulating 
departments and agencies against 
the currently mandatory (but not 
audited) RPMS. 


Conclusion 


Regulatory reform has a long history 
of success in Canada. The entire 
system is much better than it was 
three decades ago at the start of these 
efforts. The process is infinitely better, 
and impact analysis, despite problems, 
is better as well. 


Nevertheless, the EACSR certainly 
found further changes were needed. 
The Smart Regulation Action Plan 
has important initiatives, but may 
benefit significantly from a greater 
focus on improving accountability 
and contestability in the system. 


Five practical ideas were put forward 
to achieve this. While not particu- 
larly new, they may be timely and 
certainly not costly in light of the 
annual cost of federal regulation to 
the economy.!? 
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Introduction 


ollowing advances in thinking 
Fk and practice made during the 

past 40 years in such diverse 
places as the Great Lakes, the Baltic 
Sea, and the Mediterranean, ecosys- 
tem-based management (EbM) con- 
cepts were applied in the Georgia 
Basin Ecosystem, on Canada’s west 
coast. The step taken was natural. 
The Georgia Basin represents a well- 
defined ecosystem experiencing a 
rapidly growing population and 
increasing stress from human activ- 
ity. At the same time, institutional 
arrangements relevant to environmen- 
tal conditions in this transboundary 
bioregion spanned a complex array 
of international, federal, provincial, 
state, regional, county, local, and 
First Nation/tribal mechanisms. 
There could not be a better place to 
let the concept of the ecosystem be 
the means to manage the impact of 
human activities on the natural envi- 
ronment. Or so it seemed. 


In this article, we look back at the 
experience in the Georgia Basin 
Ecosystem and argue that, in the 

case of the Georgia Basin, natural 
ecosystem boundaries are not consis- 
tent with “cultural system” bound- 
aries as illuminated by the concept 

of a “sense of place.” This discordance 
may be a fundamental reason why 
application of EbM approaches in 

the Georgia Basin Ecosystem has 

had little acceptance by policy makers, 
politicians, and the public. The key 
lesson is that where such discord 
exists, EDM approaches may be less 
effective. Conversely, when ecosystem 
and cultural boundaries are aligned, 
an EbM approach can be expected to 
be embraced more readily. The key 
here is to ensure an understanding 


of the relative concordance between 
ecosystem boundaries and peoples’ 
“sense of place.” 


Ecosystem-based 
Management 


Ecosystem-based management is 

an integrated approach to land and 
resource management that considers 
an entire ecosystem2 and seeks to 
maintain that ecosystem in a healthy, 
productive and resilient condition so 
it can provide the services humans 
want and need (McLeod et al., 2005). 
As distinct from “ecosystem manage- 
ment,” EbM focuses on managing 
human activities as they affect 
ecosystems, rather than attempting 
to manage the natural dynamics of 
ecosystems. Ecosystem-based manage- 
ment has grown in popularity and 
application in recent years, providing 
the foundation of programs, such as 
Environment Canada’s national 
Ecosystems Initiatives.3 


There is a large literature related to 
EbM. A major contribution occurred 
in the 1970s in the Great Lakes 
region with the creation of the 
International Reference Group on 
Pollution from Land Use Activities 
(PLUARG) stemming from the 1972 
US-Canada Great Lakes Water Quality 
Agreement. As a result of the PLUARG 
studies, the 1978 Great Lakes Water 
Quality Agreement entrenched the 
ecosystem approach to Great Lakes 
water management.4 


The Concept of a Sense 
of Place 


The concept of “sense of place” has 
been developed over the past three 
decades as a way to better understand 
the relationship between people and 
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FIGURE 1 


The Georgia Basin / Puget Sound Transboundary Ecosystem 
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the ecosystems they occupy. Despite 
this development, the term remains 
ill defined and controversial as a con- 
cept in land and resource manage- 
ment (Williams and Stewart, 1998). 
Nonetheless, it has appeared with 
increasing frequency in recent years 
across a range of literature, from 
academic articles to government pub- 
lications. But, despite the efforts by 
resource Managers and academics in 
applying the sense of place concept 
to ecosystem-based management, 
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the contribution of the sense of place 
concept to applied land and resource 
management has been minimal 
(Stedman, 2003). 


The sense of place literature draws 
on the observation that individuals 
or groups identify with a geographic 
place based on their experience and 
interaction with it. While geographic 
space can be defined using geometric 
principles of direction and distance, 
that space only becomes place when 


humans experience it and “endow 

it with value” (Tuan, 1977: 6). Two 
definitions of sense of place that 
build on these concepts are “a collec- 
tion of meanings, beliefs, symbols, 
values, and feelings that individuals 
or groups associate with a particular 
locality” (Williams and Stewart, 1998: 
19), and “the importance of a setting 
held by an individual or group, based 
on an individual’s and group’s experi- 
ence with the setting” (Stedman, 
2003: 822). 


These definitions lead to a focus on 
two terms: meaning and experience. 
The importance of meaning can be 
illustrated with reference to a forest, 
for example, which can mean a 
wilderness to one person, a place to 
make a living to another, and a recre- 
ation area to a third. Each meaning 
can be equally strong; each is based 
on the perceiver’s experience; and 
each is legitimate. That all three (and 
more) can exist simultaneously indi- 
cates why land and resource manage- 
ment conflicts can be so intractable 
(Stedman, 2003). Experience is also 
important, because a sense of place 

is affected by one’s experience with 
it. Relph (1976) described a sense of 
place along an experiential contin- 
uum: as individuals accumulate expe- 
rience, they develop a stronger sense 
of place. This idea leads to the obser- 
vation that those with more experi- 
ence in a place (e.g., resident or active 
community member, etc.) will have a 
stronger sense of place than the dilet- 
tante or interloper. 


Case in Point: The Georgia 
Basin 


The Georgia Basin Ecosystem — 
also called the Georgia Basin/Puget 
Sound (GB/PS) region — contains the 
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watershed that drains the lands sur- 
rounding the Strait of Georgia, the 
Strait of Juan de Fuca, and Puget 
Sound (Figure 1). The region is also 
referred to as the Salish Sea, after the 
Coast Salish people whose traditional 
territory largely corresponds with the 
GB/PS. The region contains much of 
what the label “Pacific Northwest” 
evokes: mountains, rivers, rain forests, 
islands, and fjords. At the same time, 
it is also home to two dominant Asia- 
Pacific economic gateways, Vancouver 
and Seattle, as well as Victoria and 
Olympia, British Columbia and 
Washington’s, capital cities, and 
dozens of smaller communities. 


With its temperate climate, impres- 
sive natural setting, and enviable 
quality of life, population growth 

is inevitable. Currently, nearly three 
million people in Canada, and four 
million people on the US side of the 
border, live in the GB/PS bioregion. 
Fully two thirds of the population of 
British Columbia lives in the Georgia 
Basin, an area that accounts for less 
than three percent of the land base 
of the province. This results in a 
population density over 20 times 

the provincial average. In the past 
25 years, the Basin’s population has 
more than doubled and its 2020 
population is expected to reach four 
million in Canada and exceed five 
million south of the border (Environ- 
ment Canada, 2003a). 


With this population growth has 
come a dramatic increase in the stress 
imposed on the natural ecosystem, 
human-built infrastructure, gover- 
nance, and other aspects of social sys- 
tems. Specific environmental issues 
that have arisen include deteriorating 
air quality, dominated by high 
ground-level ozone concentrations; 


water quality concerns related to 
industrial effluent, municipal waste- 
water, marine-based discharges, and 
environmental accidents; water quan- 
tity issues related to the lack of an 
effective groundwater management 
regime as well as limits to storage 
infrastructure; losses in biodiversity 
and fish and wildlife habitat due to 


early efforts, and while population 
pressures continued to grow in the 
region, institutional responses took 
some time to emerge. 


Calls for a Georgia Basin-wide, 
bioregional growth management 
strategy surfaced in the late 1980s. 

By 1991, the British Columbia Round 
Table on the Environment and the 


The sense of place literature draws on the observation that individuals 
or groups identify with a geographic place based on their experience 
and interaction with it. While geographic space can be defined using 
geometric principles of direction and distance, that space only becomes 
place when humans experience it and “endow it with value.” 


human encroachment; solid and liq- 
uid waste management challenges; 
conversion of agricultural lands to 
non-agricultural uses; soil erosion; 
high rates of energy use; and a range 
of transportation system challenges. 
A recently released indicators report 
shows conditions worsening for 
urbanization and forest change, 
river, stream and lake quality, marine 
species at risk, toxics in harbour seals 
and marine water quality (EPA, 2006). 


The Institutional Response 
to the Georgia Basin 
Challenge 


Over 35 years ago, the need to address 
the challenges in the Georgia Basin 
Ecosystem in an integrated “ecosys- 
tem” way was recognized (Paish and 
Assoc., 1970; Canada, 1971). Early 
expressions of concern in the 1970s 
and 1980s led to an appreciation 
that for efforts to address population 
growth pressures in the region to be 
effective, the Strait of Georgia, Strait 
of Juan de Fuca, and Puget Sound 
should be seen as a single integrated 
system (Barker, 1974). Despite these 


Economy had established a Georgia 
Basin Initiative. In its 1991 report, 

the Round Table addressed issues of 
growth management from a biore- 
gional perspective and recommended 
co-operation with federal, state, local, 
and regional governments in both 
Canada and the United States. Specifi- 
cally, the report recommended that an 
ecosystem approach be adopted for 
planning processes in the region, with 
a focus on two main goals: encourag- 
ing increased residential densities and 
compact community development, 
and changing individuals’ transporta- 
tion use by encouraging transit and 
discouraging single occupancy 
vehicles (BCRTEE, 1993). 


Abandoned by 1996 (along with the 
dissolution of the BC Round Table), 
key elements of the Georgia Basin Ini- 
tiative endured in the Environment 
Canada-led Georgia Basin Ecosystem 
Initiative (GBEI). Established in 1998, 
the GBEI involved Health Canada, 
Fisheries and Oceans Canada, the BC 
Ministry of Municipal Affairs, and the 
BC Ministry of Environment, Lands 
and Parks as formal partners. The 
GBEI was a horizontally structured, 
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integrated action plan based on 
scientific inputs and aimed at affect- 
ing ecosystem sustainability. With 
its focus on community action for 
ecosystem protection, the goal of 
the initiative was to enhance co- 
ordination and collaboration among 
the ecosystem’s stakeholders at all 
levels of involvement — government 
and non-government alike.$ 


In turn, the GBEI was renewed as the 
Georgia Basin Action Plan (GBAP) a 
five-year (2003-2008) Environment 
Canada-led horizontal collaborative 
undertaking, organized as the Pacific 
and Yukon Region component of 
Environment Canada’s Ecosystems 
Initiatives program. The GBAP part- 
nership sets out a framework for inte- 
grating social and economic priorities 
for the region with actions to protect 
and restore ecosystem health. Partner- 
ing with Environment Canada on the 
Action Plan are Fisheries and Oceans 
Canada, Parks Canada, the Province 
of British Columbia (through the BC 
Ministry of Environment), and the 
Coast Salish. Complementing this at 
the project level are more than 100 
additional partners including individ- 
ual Coast Salish communities, local 
and regional governments, additional 
federal departments and provincial 
ministries, non-governmental organi- 
zations, and academic institutions. 

As a multiple-partnered program that 
spans a breadth of issues across eco- 
nomic, social, and environmental 
domains, the GBAP embodies a hori- 
zontal management approach to the 
challenges existing and emerging 
within the Georgia Basin. The Georgia 
Basin Action Plan includes a co- 
ordination mechanism (a steering 
committee made up of senior 
representatives of each of the 


partner organizations), and a manage- 
ment structure that allows for collabo- 
rative planning and stakeholder 
involvement within and across indi- 
vidual mandates by a number of 
departments and ministries, as well as 
partnering with other organizations 
on specific projects (Environment 
Canada, 2003b). 


Discordance between 
Nature and Culture 


The current GBAP can thus be seen 
as the most recent in a line of institu- 
tional responses to the value of the 
Georgia Basin and the threats to it. 
Similar EDM approaches have been 
taken in other parts of the world with 
varying success, for example in the 
Great Lakes Basin Ecosystem which, 
although not marine in nature, is sim- 
ilarly a large transboundary watershed 
with an even higher concentration 

of human activity. And as the Great 
Lakes experience demonstrates, cen- 
tering institutional responses on a 
shared cultural and natural amenity 
can lead to powerful results. That a 
Great Lakes sense of place exists can 
be seen in the government, non- 
government, and academic institu- 
tions focused on the Great Lakes 
ecosystem that abound.® 


In contrast to the Great Lakes how- 
ever, we argue that in the case of the 
Georgia Basin Ecosystem, the ecologi- 
cal rationale for addressing issues 
from an ecosystem perspective — and 
creating institutions to reflect this 
perspective — has failed to resonate 
among the broader community of 
residents and decision makers. This, 
we argue, is because a sense of place 
for the Georgia Basin Ecosystem is not 
shared widely among its residents. 


Public opinion surveys in the region 
reveal a high level of concern for 
shared environmental challenges (e.g., 
concern for air pollution, freshwater 
quality and quantity, land-use pres- 
sures, especially on agricultural land 
and wilderness areas, depletion of 
natural habitats, threatened species, 
marine contamination and toxins, 
and climate change impacts). But this 
is not rooted in a concern or apprecia- 
tion for the Georgia Basin Ecosystem. 
While we are aware of no instances 
in social survey research of where 

the question of association with the 
Georgia Basin as a collective social 
landscape has been asked directly, 
our experience is that the Georgia 
Basin is neither a term that people 
are generally familiar with nor a con- 
cept that resonates deeply. In short, 
the Georgia Basin is a space that has 
not generated a broadly held corre- 
sponding sense of place. 


In the absence of direct measures of 
public opinion of sympathy for (or 
even awareness of) the Georgia Basin, 
a second-best proxy of the lack of 
public affinity for the Georgia Basin 
can be seen in the response of the 
BC government to the concept of 
the Georgia Basin over the period as 
reflected in the debates of the British 
Columbia Legislature (Legislative 
Assembly of British Columbia, 2006). 
The Hansard record shows little men- 
tion of the Georgia Basin between 
1970 and 1989, a flurry of entries 
between 1991 and 1996, then nothing 
of note up to the present. Clearly, 

the period 1990 to 1996 was the 
high mark in legislative affinity for 
the Georgia Basin, and represents an 
outlier rather than part of a trend. 
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For its part, over the past 15 years, 
the provincial government has gone 
from enthusiastic to willing to silent 
to disinterested “partner,” a partner 
in name only, not in spirit and cer- 
tainly not in terms of an ongoing 
commitment of human and financial 
resources. The provincial government 
is a signatory partner to the 2003 
GBAP Framework for Collaboration 
(Environment Canada, 2003b), but 
is hardly active on the file. Of the 
two original provincial government 
ministries named in the 2003 GBAP 
Framework, only one ministry 
remains following the June 2005 

BC government reorganization. No 
financial contribution is made by 
the remaining ministry toward 
GBAP activities, and a search of 

the entire Government of British 
Columbia web domain revealed 

no references of substance to the 
Georgia Basin Action Plan. 


Why has a widely accepted concept, 
such as ecosystem-based management 
as applied to a region that would 
appear to be a natural setting for 
attempting to stage such an approach, 
fail to resonate with the residents of . 
the Georgia Basin and politicians of 
British Columbia? Drawing on the 
concept of sense of place, we argue 
that the Georgia Basin has not gener- 
ated a sense of place endemic to the 
Georgia Basin bioregional space. 


Alternatively, a number of other 
competing senses of place exist that 
would see residents identify with 
some sense of place other than the 
Georgia Basin (e.g., of the lower main- 
land, or Greater Vancouver, or the 
Sunshine Coast, or the Gulf Islands, 
or Vancouver Island, or countless 
other places of identity). People see 


themselves as Vancouverites or as 
Saltspring Islanders or any number 
of other designations, but certainly 
not as “Georgia Basiners.” 


Stated differently, we believe there 

is a dissonance between the natural 
ecosystem definition of the Georgia 
Basin and the “cultural systems” (i.e., 


elicits a wider sense of recognition 
on the part of respondents in the 
Seattle area than would a correspon- 
ding question about the Georgia 
Basin if asked in Vancouver or 
Victoria. Whether it’s the Puget 
Sound Action Team operating out 
of the Office of the Governor in 


Why has a widely accepted concept, such as ecosystem-based 
management as applied to a region that would appear to be a 
natural setting for attempting to stage such an approach, fail to 
resonate with the residents of the Georgia Basin and politicians 


of British Columbia? 


senses of place) that exist within the 
region. The experience, meaning, and 
stories of people in the region today — 
individuals or communities — do not 
stem from, nor are they bounded by, 
the Georgia Basin Ecosystem. 


We qualify this assertion with two 
caveats. First, we constrain this to 

the modern period. Drawing from 
ancient Aboriginal culture, the Salish 
Sea does exist as a sense of place that 
maps onto the natural ecosystem. 
That sense of place is a product of 

the natural ecosystem, where a shared 
culture developed in response to the 
landscape and the resources within 

it. Yet this simply reinforces the dis- 
cordance between modern and First 
Nations cultures. The design of 
modern institutions does not resonate 
with how Aboriginal people see the 
world in which we live. 


Second, the US part of the Georgia 
Basin/Puget Sound bioregion exhibits 
a stronger sense of place for Puget 
Sound as a concept and a cultural 
expression of identity. Whether recog- 
nized as a term or appreciated as a 
concept, a reference to Puget Sound 


Olympia, or the Seattle Sounders 

professional soccer team, Puget Sound 
culture exists as a sense of place and a 
complement to the natural landscape. 


Moving Forward 


The dilemma illuminated in this 
paper leads to our central conclusion: 
when crafting ecosystem initiatives, 
designers must be mindful of the 
sense of that place as humans under- 
stand it - as much as they seek to 
understand the complex dynamics 

of plants, animals, and features of the 
physical environment. An ecosystem 
perspective cannot simply be pushed 
onto people when the ecosystem defi- 
nition is either inconsistent with or 
unimportant to their sense of place. 
When sense of place and natural 
ecosystems are aligned, the resulting 
resonance provides a tremendous 
impetus for success that can lead to 
vibrant institutional arrangements 
rooted in natural landscapes. When 
they do not coincide, the dissonance 
represents a major challenge to be 
overcome. Being mindful of the sense 
of place will naturally lead to an 
ecosystems approach that is built 
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from the ground up, rather than 
imposed as an elegant structure 
from the top down. 


Yet the current dilemma does exist. 
In the Georgia Basin, the ecosystem 
lacks a corresponding sense of place. 
This raises the practical question: 
what can be done with the conflict 
between the need to address ecosys- 
tem concerns from an ecosystem per- 
spective and the absence of a sense of 
place in respect of the Georgia Basin? 
To move forward in British Columbia, 
two clear options present themselves: 
either tear down the Georgia Basin 
Ecosystem concept, or build a Georgia 
Basin sense of place. 


Despite the effort of many dedicated 
people over the past 15 years, it may 
be time to consider whether the lack 
of a sense of place coincident with 
the Georgia Basin Ecosystem fatally 
imperils efforts to adopt an EDM 
approach in the region. We do not 
imply that ecosystem approaches are 
misguided; rather, the search for the 
right ecosystem remains. An alterna- 
tive approach to the Georgia Basin 
might rest in viewing Canada’s Pacific 
Islands — from Vancouver Island, 
through the Gulf Island, Broughton 
Archipelago, and numerous coastal 
islands all the way to the Queen 
Charlotte Islands/Haida Gwaii — as 

a collective entity, worthy of its own 
ecosystem-based approach. Pressures 
on the environment and resources in 
this area call for an ecosystem-wide 
perspective. And given the common 
maritime heritage and the shared 
sense of place of islanders up and 
down the mainland coast, a focus on 
Canada’s Pacific islands might provide 
a better ecosystem-based foundation. 


But perhaps the problem isn’t with 
the ecosystem, but rather with us. It 
may be possible to rehabilitate the 
Georgia Basin, to build on the nearly 
40 years of effort and finally start to 
think and behave in an ecosystem 
fashion. But such an effort will require 
the development of a corresponding 
sense of place. Doing so will require 
not only that we transcend the exist- 
ing senses of place, but that we strive 
to make the whole ecosystem mean- 
ingful to its inhabitants. 


This is certainly easier said than 
done. But one significant place to 
start would be with the name of the 
ecosystem itself. Rather than referen- 
cing the distant King George III of 
nearly two centuries ago or a subordi- 
nate of Captain Vancouver from the 
same era (Lieutenant Peter Puget), 

if the bureaucratic and scientific 
sounding “Georgia Basin/Puget 
Sound Bioregion” were renamed 

as the “Salish Sea”, we might begin 
to re-establish the link to the natural 
ecosystem that exists among the 
region’s Aboriginal groups. Rather 
than a futile exercise in semantics, 
we believe that renaming the 
ecosystem as the Salish Sea would 
resonate with residents and their her- 
itage, and represent an important step 
in developing a broader sense of place. 


There is precedent for such a change 
in British Columbia’s recent past. 
While the Queen Charlotte Islands 
still bear that official name (in honour 
of the queen consort of the same King 
George III of Georgia Basin fame), the 
Government of British Columbia now 
generally refers to those islands as 
Haida Gwaii. This change was made as 


an act of respect for the Haida Nation, 
the original inhabitants of the islands, 
and stands as part of the emerging 
“New Relationship” the government 
has attempted to forge with First 
Nations in recent years (McInnes, 
2003). While officially renaming a 
geographic place or feature can be a 
cumbersome process,’ it is a simple 
administrative act for a government 
to decide to refer to a place by 
another name — as the Haida Gwaii 
example shows. But while it would 

be a simple act, we argue that it 
would be enormously symbolic 

and potentially powerful. 


Thus stands our challenge, to not only 
the Government of British Columbia, 
but of Canada, Washington State, 

and the United States of America: 

give this ecosystem a chance. Start 
with a simple, small, but potentially 
powerful first step: honour the past 
while looking to the future in the 
Salish Sea. 


Notes 


1 Authors: Justin Longo (Ph.D. Candidate, 
University of Victoria) and R. Anthony 
Hodge, Ph.D., P.Eng (President, Anthony 
Hodge Consultants Inc.). 


2 An ecosystem is a defined subset of the 
biosphere (e.g., a terrestrial or marine 
environment of any size) and the 
dynamic complex of plants, animals, 
microbes, and physical environmental 
features that interact with one another 
within that environment (McLeod et al., 
2005). 


3 Environment Canada’s Ecosystem Initia- 
tives are characterized by a number of 
principles that support and require a 
horizontal policy approach, including: 


* an ecosystem approach: recognizing 
the interrelationships between land, 
air, water, wildlife, and human 
activities; 
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e decisions based on sound science: 
including natural and social sciences 
combined with local and traditional 
knowledge; 


¢ federal-provincial-territorial partner- 
ships: governments working together 
to achieve the highest level of envi- 
ronmental quality for all Canadians; 
and 


* a citizen/community base: working 
with individuals, communities, 
Aboriginal peoples, industry, and 
governments in the design and 
implementation of initiatives. 


Current large ecosystem initiatives being 
led by Environment Canada include the 
Atlantic Coastal Action Program; the 

St. Lawrence Action Plan Vision 2000; 
Great Lakes 2000; the Georgia Basin 
Action Plan; and the Northern Ecosys- 
tem Initiative. See Environment Canada 
(2006). 


See, for example, PLUARG (1978). 
See, for example, Kay (1998). 


See the discussion in Colborn et al. 
(1990, Chapter 9). 


Responsibility for formally re-designating 
a place or geographic feature rests with 
the Geographic Names Board of Canada, 
which generally considers requests to 
consider name changes made by the 
general public and organizations (see 
Natural Resources Canada, 2006). 


References are available on our web site at 
<www.policyresearch.gc.ca>. 
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BOOKMARK 


Exchanging Experiences 


he PRI was pleased to host a study mission from Denmark, led by the 

Danish Minister for Social Affairs and Gender Equality, Eva Kjer Hansen. 

The Danes were interested to learn of Canadian preparations and best 
practices for an aging society, and were provided with materials and explana- 
tions regarding population aging and labour market issues, providing incentives 
and flexibility for older workers, and broader issues and challenges facing seniors 
in Canada. 


Canada in turn benefited from a Danish presentation and discussion of recent 
changes to Danish policies regarding retirement age, student educational subsi- 
dies, and other labour market policies. Denmark is considered a European leader 
in applying principles recently labelled as “flexicurity” in its labour market poli- 
cies. In essence, their approach consists of low levels of employment protection - 
therefore resulting in short job tenures and high turnover - combined with high 
levels of income replacement for the unemployed and high investments in active 
labour market policies. Danish policy makes it mandatory after a short job search 
period, for workers to be either in work or in training. Consequently the country 
enjoys low levels of unemployment, an adaptable labour force, and high labour 
productivity. The PRI is currently monitoring new developments and concepts 
in labour market policies, and how they might relate to the future Canadian 
labour market. 


From right to left at the PRI conference table: Poul E.D. Kristensen, Danish Ambassador to 
Canada; Thomas Boerner, Permanent Secretary, Danish Ministry of Social Affairs; Eva Kjer 
Hansen, Danish Minister for Social Affairs and Gender Equality; Susan Scotti, Assistant Deputy 
Minister, HRSDC; Terrance Hunsley, Senior Project Director, PRI; Mitch Bloom, Director 
General, Seniors and Pension Policy Secretariat, HRSDC; Barbara Glover, Director General, 
Labour Market Policy, HRSDC. 
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Abstract 


he review of the current litera- 
| ture on e-learning on which 

this summary is based was 
conducted under a contract with the 
Canadian Council on Learning.! The 
review develops an argument cata- 
logue to encompass public, research, 
policy, and practitioner perspectives, 
assesses what is incomplete in the var- 
ious literatures, explores what works 
(best practices), and provides a vision 
for promising new lines of research. 
The review focused on the role of 
e-learning in early childhood learning, 
elementary and secondary learning, 
post-secondary learning, adult learn- 
ing, and health and learning. 


Introduction 


Ever since Thomas Edison declared in 
1922: “I believe that the motion pic- 
ture is destined to revolutionize our 
educational system and that in a few 
years it will supplant largely, if not 
entirely, the use of textbooks” (quoted 
in Cuban, 1986: 9), there has been 

a search for technologies that can 
improve teaching and learning in 
educational settings. Educational 
radio, television and videotape, com- 
puter-assisted and computer-based 
instruction, intelligent tutoring 
systems, videoconferencing and 
interactive video, multimedia, the 
Internet, web-based instruction, 
e-learning, university portals, on-line 
libraries and databases, learning man- 
agement systems, on-line student 
services and, more recently, blogs, 
wikies, personal digital systems, and 
MP-3 players, represent but a partial 
list of technologies that have been 
variously touted as panaceas or as 
major revolutionary applications of 
learning technologies. 


According to Jamie Rossiter (2002), all 
of the digital technologies mentioned 
above are encompassed under the 
commonly used term “e-learning.” 
He defined e-learning as the develop- 
ment of knowledge and skills through 
the use of information and commu- 
nication technologies, particularly 

to support interactions for learning — 
interactions with content, with learn- 
ing activities and tools, and with 
other people. It is not merely content 
related, nor limited to a particular 
technology, and can be a component 
of blended or hybrid learning. J. 
Rossiter, 2002; also 2005 in an address 
at the CCL Workshop on E-Learning). 
It was with this definition, a contract 
for a review from the Canadian 
Council on Learning, and a newly 
developed review methodology 

called an argument catalogue that 

we undertook the project described 
here. A version of the report was pub- 
lished in a forthcoming special issue 
of the Canadian Journal of Learning and 
Technology (Abrami et al., in press). 


Methodology: What Is an 
Argument Catalogue? 


An argument catalogue (Abrami et al., 
2006) is a systematic compilation 

of views of a topic from various docu- 
mented sources as they relate to a 
particular topic: 


+ the print media (i.e., an expression 
of the general public's exposure); 


¢ policy-making documents; 
¢ practitioner documents; 


¢ scientific compilations and reviews 
of research; and 


+ empirical evidence gathered from 
the results of primary research 
studies. 
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An argument catalogue provides a 
rounded perspective of all relevant 
views, as well as the evidence con- 
tained in the research literature of 
the field. Another major purpose 

is to look for gaps and overlaps in 
different constituencies. Ultimately, 
we envision that the findings from 
an argument catalogue can be fed 
back into the community — the lay 
public, policy makers, practitioners, 
and researchers — to provide infor- 
mation, help in the development 
of government and institutional 
policy, aid practitioners in their 
day-to-day professional duties, and 
suggest promising new avenues for 
future research. 


Developing the Argument 
Catalogue 


The stages in developing an argument 
catalogue are as follows. 


Stage 1: Formulate the purpose and 
research question(s). 


Stage 2: Locate and retrieve 
documents. 


Stage 3: Include and exclude 
documents. 


Stage 4: Create an argument 
catalogue codebook. 


Stage 5: Code the documents. 


Stage 6: Analyze and interpret the 
data. 


Stage 7: Disseminate the results. 


A total of 2,042 items were identified 
through on-line searches within 

the literatures of policy documents, 
public opinion (newspaper) articles, 
practitioner (trade) articles, scholarly 
reviews, and Canadian empirical 
studies. A subset of 1,146 items was 
reviewed with 726 items included. 
Reviewers counted positive, negative, 
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FIGURE 1 


Relative Proportion of Each Document Source 


17% 


18% 


12% 
Source: Abrami et al. (2005). 


and neutral messages in each body of 
literature. The major messages were 
also extracted from each document. 
Figure 1 shows the relative proportion 
of each of the document sources that 
were retrieved and analyzed. 


Our mandate from the CCL required 
that we look at documents across 

a variety of theme areas, including 
adult education, early childhood 
education, elementary/secondary 
education, post-secondary education, 
and health and learning. We encoun- 
tered a disproportionate number 

of documents across these themes. 
Figure 2 shows the distribution of 
the 726 documents. 


What We Found: Results 

from the Literature 

Public Opinion (as expressed in the 

print media) 

e E-learning is a rapidly growing field 
in education. 


e E-learning provides greater access 
to educational programs. 


General public 
opinion 

M Trade/practitioner 
position 
Policy-making 
reports 

BI Scholarly academic 
reviews 

M Primary empirical 
research 


e Funding the high costs of 
e-learning may divert resources 
away from other educational 
priorities. 

+ There is some concern about 
potential negative impacts of 
e-learning on the development 
of children’s creative skills. 


e Teachers and classrooms will 
remain essential in the world 
of e-learning. 


Policy Documents 


¢ Policy makers are mostly in favour 
of e-learning. 


¢ There is a need to bridge the gap 
between theory, research, and 
practice. 


e Technology should be introduced 
and used only in appropriate 
contexts. 


e There are four major reasons for 
using e-learning: economic com- 
petitiveness, educational attain- 
ment, increased access, and as a 
catalyst for educational change. 
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Practitioners 


e E-learning increases accessibility, 
flexibility, and opportunities for 
learning. 


e E-learning requires careful atten- 
tion to instructional design, peda- 
gogical planning, professional 
training, and fiscal support. 


+ We need new policies and 
strategies to meet the emerging 
social demands of educational 
technology. 


Reviews of Research 


e The reviews of e-learning range 
from neutral to positive; it is at 
least as effective as traditional 
instruction. 


+ We need to address design issues 
and new Strategies for teaching and 
learning. 


FIGURE 2 


+ Effective e-learning requires the 
presence of immediate, extensive, 
and sustained support. 


e There is an absence of strong 
empirical evidence to support the 
use of e-learning. 


Primary Research 


+ Some learners are better prepared 
to use e-learning effectively than 
others. 


e Effective instructional design for 
e-learning does not resemble tradi- 
tional pedagogical methods. 


e Teachers require professional devel- 
opment and training to use tech- 
nology effectively. 


¢ Collaborative methods afforded 
by on-line technologies facilitate 
the development of higher-order 
thinking. 


Frequency of Documents Across the CCL Theme Areas 


400 


350 


Frequency of documents 
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oO 
oO 


Source: Abrami et al. (2005). 


e E-learning provides students 
who have a disability with pre- 
viously unavailable educational 
opportunities. 


In reviewing the documents, we 
extracted seven major themes and 
then rated the magnitude of the posi- 
tive perceived impact on a 0-1.0 scale. 
Figure 3 shows the results of this 
analysis. The two lowest were the 
effect of e-learning on attrition/reten- 
tion of students in courses and pro- 
grams and the impact of e-learning 
on the cost of education. Four of the 
highest impact ratings (i.e., achieve- 
ment, satisfaction, communication, 
and meeting social demands) directly 
reflect the impact of e-learning on the 
goals of education. Flexibility, among 
the most highly rated, reflects on 
issues of accessibility to education 
and feelings of empowerment that 
technology affords learners. 


Quantitative Summary of 
Canadian Primary Research 


The primary e-learning studies from 
the Canadian context that could 

be summarized quantitatively were 
identified. We examined 152 studies 
and found a total of seven that were 
truly experimental (i.e., random 
assignment with treatment and con- 
trol groups) and 10 that were quasi- 
experimental (i.e., not randomized 
but possessing a pre-test and a post- 
test). From these studies, we extracted 
29 effect sizes or standardized mean 
differences, which were included in 
the composite measure. 


A standardized mean difference, or 
effect size, expresses the difference 
between an experimental group and 
a control group in units of standard 
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deviation (SD). An effect size of +1.0, 
for example, tells us that the treat- 
ment group exceeded the control 
group by 1 SD. Conversely, an effect 
size of -1.0 tells us that the control 
group outperformed the treatment 
group by 1 SD. An effect size can be 
interpreted as a percentage of gain 
for one group over another group. 
For an effect size of +1.0, about 

84 percent of the treatment partici- 
pants performed at or above the 
mean of the control participants 
(SOth percentile), or a gain of 34 per- 
cent. This is considered a large effect 
size (Bernard and Naidu, 1990). 


The mean effect size was +0.117, a 
small positive effect. Approximately 
54 percent of the e-learning partici- 
pants performed at or above the mean 
of the control participants (SOth per- 
centile), an advantage of four percent. 
However, the heterogeneity analysis 
was significant, indicating that the 
effect sizes were widely dispersed. It 

is clearly not the case that e-learning 
is always the superior condition for 
educational impact. 


Overall Generalizations from 
the Analysis of Retrieved 
and Coded Documents 


+ Remarkable consistency emerged 
across the sources of literature and, 
to a lesser extent, across the CCL 
theme areas of early childhood 
learning, elementary and second- 
ary learning, post-secondary learn- 
ing, adult learning, and health 
and learning. 


e E-learning is generally believed to 
have positive impacts, especially 
on achievement, motivation, 
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communication, learning flexibil- 
ity, and meeting social demands. 


¢ Perceived impacts of e-learning 
are higher for distance education, 
where technology use is required, 
and lower for face-to-face instruc- 
tional settings. 


+ Perceived impacts of e-learning are 
higher for network-based technolo- 
gies than for non-networked tech- 
nology integration in educational 
settings. 


Pedagogical uses of technology, 
student applications (i.e., students 
using technology), and communi- 
cation applications had a higher 
impact than instructional or infor- 
mal uses. 


Student-centred applications of 
technology are believed to be more 
effective than teacher-centred 


FIGURE 3 
Perceived Impacts of E-learning 


Perceived impact of e-learning 


Source: Abrami et al. (2005). 


applications used for delivery of 
information. 


¢ Compared to issues of course 
design and infrastructure/logistics, 
the issue of professional develop- 
ment received little attention. 


e Technology is mostly used for 
communication and presentation 
purposes. 


+ Canadian research on e-learning is 
mainly qualitative in nature, offer- 
ing little experimental evidence to 
identify “what works” in e-learning 
settings. 


Discussion 


The results of this study do not 
unequivocally support e-learning, 

but they are positive and encouraging. 
Anyone who is sensitive to the deli- 
cate balance that public organizations 
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strike between scarce resources and 
the laundry list of needs that allow 
them to fulfill their mission knows 
that waste is the enemy of fiscal 
responsibility. In educational organ- 
izations (i.e., schools), too much of 
anything comes at the expense of 
something else, possibly of equal or 
greater importance. So it is with the 
acquisition of e-learning technologies. 
Technology and its support, in human 
and material terms, is expensive, so 
there exists a serious need to know 
what really helps learners learn, how 
it works, and when it works. It 

is also important to know how the 
learning technologies are perceived 

in government circles (policy makers), 
by teachers and administrators (practi- 
tioners), developers and researchers, 
and the general public who support 
schooling through tax dollars. This 
study looked at these joint perspec- 
tives through an examination of 

the various literatures in which the 
impact of e-learning, broadly defined, 
has been discussed. 


The following is an excerpt from 
our report to the CCL. It is quoted 
here because it expresses, very 
succinctly, an important message, 
based on our findings, which we 
would like to convey. 


In education, there is the mis- 
taken view, repeated over the 
generations: 1) that technology 
represents a “magical solution” 
to the range of problems affect- 
ing schools and learners; and 
2) that money for technology 
alone, thrown in large enough 
quantities at the problems of 
education, will effect the kinds 
of changes that are required to 
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produce a well-informed, literate 
and numerate citizenry. It is 
probably true that the wide 
range of electronic technologies 
that are now available stand a 
better chance of effecting edu- 
cational change than the tech- 
nologies of film, television, 
learning machines, intelligent 
tutoring systems, etc. However, 


context. However, here are the caveats 
to this outcome, which relate largely 
to the 90-day time frame we were 
afforded for producing the argument 
catalogue. First, we were unable to sur- 
vey the complete literature. Second, 
we were unable to pursue each theme 
extracted from the literature for the 
depth of perception and opinion. 
Third, because of the time constraints, 


It has never been the case that money alone solves problems unless it is 


invested in equal amounts in human and physical resources. 


it has never been the case that 
money alone solves problems 
unless it is invested in equal 
amounts in human and physi- 
cal resources. We found among 
the many coded variables that 
might be classified as support 
for e-learning, that reference 

to professional development 
ranked the lowest across all 
document types and CCL theme 
groups (11.16% of all docu- 
ments examined). By contrast, 
nearly half of the documents we 
examined (47.8%) referred to 
infrastructure and logistical sup- 
port for e-learning. It is arguable 
that the education of Canadians 
would be better served by more 
emphasis on preparing and 
training practitioners to use 
technology effectively than a 
rush to adopt the “technology 
du jour” (p. 36). 


Comments on our Methodology 


Overall, the messages of the literatures 
converge, with e-learning perceived 
and demonstrated as having a positive 
impact on learning in the Canadian 


we were unable to establish the relia- 
bility of the extraction process and 
the coding of themes and positive or 
negative impressions. Last, we were 
unable to deal effectively with the 
importance and overlap of opinion, 
especially in articles from the popular 
press. For instance, is an article that 
appears in a local daily newspaper 
(e.g., The Gazette) as important as an 
article that appears in a national mag- 
azine (e.g., Macleans)? And should an 
item picked up by a wire service and 
featured in newspapers across Canada 
be judged as important as a story that 
does not receive national coverage? 


Finally, a review such as the one we 
have produced and reported on here 
needs to be disseminated to the vari- 
ous constituencies (i.e., the public, 
practitioners, policy makers, and 
researchers) from whose sources the 
data were derived. The 47-page techni- 
cal report, available on the CCL Web 
site, will not be read by even a frac- 
tion of the body of Canadians who 
are concerned about and interested in 
this topic. We established CanKnow, 
the Canadian Network for Knowledge 
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Utilization, as a dissemination arm of 
the Centre for the Study of Learning 
and Performance. We intend to take 
a targeted approach to dissemination 
by producing specialized results and 
interpretations, in readable and 
non-technical prose, for different 
audiences. Our first dissemination 
document (Knowledge Link, Volume 1, 
Number 1, April 2006) provides a suc- 
cinct, point-by-point overall account 
of the findings of this study. Future 
efforts include dissemination through 
public presentations, articles in practi- 
tioner journals and magazines, and 
debate in professional forums, such 
as the upcoming special issue of 

the Canadian Journal of Learning 

and Technology. 


We began this project with the inten- 
tion of providing information for 
Canadians, with various levels of 
interest and concern, about the 

state of e-learning in Canada. In 

the process, we also pilot-tested the 
methodology originally envisioned for 
an argument catalogue. While, by our 
own admission, the product is imper- 
fect, we are convinced that this form 
of systematic review has the potential 
to reveal aspects of important issues 
that normally go unaddressed in 
research reports and scholarly reviews. 
Because we believe this pilot-test has 
successfully demonstrated the value 
of our intended approach, we look 
forward to a process of continuous 
refinement of the methodology and 
the development of outlets for raising 
awareness across various audiences. 


The Canadian Council on Learning 
funded the state-of-the-field review upon 
which this article is based, under a con- 
tract to Abrami, Bernard, Wade, and 
Schmid. The opinions expressed herein 
are solely those of the authors. Inquiries 
should be directed to Dr. Robert M. 
Bernard, Centre for the Study of Learn- 
ing and Performance, Concordia Univer- 
sity, 1455 DeMaisonneuve Blvd. W., 
Montréal, Quebec, H3G 1M8. 
<bernard@education.concordia.ca> 
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Horizons will be accepting unsolicited 
papers on horizontal policy research for 


upcoming issues. 


Original manuscripts should be of interest 
to a broad community of federal policy 
researchers and analysts, should be written 
for the educated non-specialist, and be no 
longer than 3000 words. Shorter submissions 
of 1000-1500 words are particularly 


encouraged. Submissions will be subjected to 
a rigorous and anonymous peer-review process 


for quality and suitability. Due to page limita- 


is March 30. 


tions, even excellent submissions may be 
declined. Authors are encouraged to contact 
Horizons at <horizons@prs-srp.gc.ca> with a 
proposal prior to completing their manuscript. 


The deadline for submissions for the next issue 
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nvironmental taxation and 

other market-based instruments 

can be effective and efficient 
tools for environmental policies. Envi- 
ronmental taxes send a price signal 
that helps ensure that polluters take 
into account the cost of polluting 
when they make production and con- 
sumption decisions. However, a gap 
exists between theory and practice 
and many barriers and side effects 
can occur in reality. Even if economic 
instruments have been used for more 
than two decades, their implementa- 
tion is still a learning process. 


This is exactly what the Seventh 
Annual Global Conference on Envi- 
ronmental Taxation, held on October 
22-24, 2006 at the Fairmont Chateau 
Laurier in Ottawa and organized by 
the Faculty of Law of the University 
of Ottawa, was about. The theme of 
this year's conference was translating 
theory into practice, by focusing on 
issues, such as political feasibility, 
instrument choice and design, subsi- 
dies and competitiveness. Except for 
the opening and closing sessions, 
four panels were held simultaneously 
allowing for a variety of subjects to 
be treated, from the institutional 

and psychological dimensions of eco- 
nomic instruments to their use in 
transportation and climate change 
and energy policies, with a multitude 
of municipal, regional, and national 
case studies. This successful confer- 
ence hosted a variety of speakers from 


academia, government, and the pri- 
vate sector from over 30 countries, 
from diverse fields, such as law, eco- 
nomics, accounting, political sciences, 
and environmental studies. 


Some case studies were presented as 
successes and others as failures, but 
all highlighted the challenges to 
implementing effective and efficient 
environmental taxation and other 
market-based instruments. An impor- 
tant barrier to implementation is 
often the fear of loss of competitive- 
ness. It has led in many countries to 
exemptions and special provisions 
for the most polluting and energy- 
intensive sector of the economy 
putting the burden of environmen- 
tal taxes on households and the 
transport sector. 


Another obstacle is the political 
acceptance of environmental taxes. 
Public acceptance seems to be related 
to the degree of awareness of the envi- 
ronmental problem at stake. However, 
changing behaviour is not an easy 
task; some evidence shows that people 
prefer to invest in new technologies 
rather than change their behaviour. 


Many subsidies encourage pollution 
and environmental destruction and 
undermine the beneficial effects of 
environmental taxes. Moreover, some 
subsidies are promoted as tax reforms, 
and there is a lack of transparency, 
which makes it difficult to evaluate 
whether an activity is, on the whole, 
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taxed or subsidized. Some argue that 
more could be achieved by removing 
perverse subsidies than by environ- 
mental taxation. 


In many cases, income distribution 
has not been addressed properly in 
the design and implementation of 
environmental taxes and other mar- 
ket-based instruments. Many studies 
show that environmental taxes can 


policy initiatives to develop cohesive 
instrument mixes and to allow syner- 
gies among policies. Moreover, the 
design and implementation of eco- 
nomic instruments needs to be more 
adaptive and able to respond to 
unpredictable events, for example, by 
clearly stating the goals of the policy 
and closely monitoring its success at 
reaching these goals. 


Another obstacle is the political acceptance of environmental taxes. 
Public acceptance seems to be related to the degree of awareness of the 
environmental problem at stake. However, changing behaviour is not 
an easy task; some evidence shows that people prefer to invest in new 
technologies rather than change their behaviour. 


have a regressive impact on the 
income distribution of households, 
placing a proportionately higher 
burden on lower income earners 
than higher income earners. Hence, 
distributional impacts need to be 
carefully considered. 


Environmental taxes are rarely used 
alone; applied in combination with 
other instruments, there is often no 
unifying overall governance strategy 
or logic but rather a “layering” of 
environmental policies that can con- 
tain counterproductive instrument 
mixes. It is important to encourage 
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The devil and side effects are always 
in the details, and the context, the 
path history and dependency, the 
political structure and the legal frame- 
work are important factors for the 
successful implementation of environ- 
mental taxes and other market-based 
instruments. Moreover, synergies 
among policies are crucial. To better 
evaluate these instruments, there 

is also a need for better and more 
transparent information. 


The Eighth Annual Global Conference 
on Environmental taxation will be 
held on October 18-20, 2007 in 
Munich and is organized by Green 
Budget Germany. The main focus 

will be on the positive impacts of 
environmental fiscal reforms and 
other market-based instruments, 

such as the stimulation of innovation, 
the development of new technologies, 
and job creation. 
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How to Spend 
$50 Billion 

to Make 

the Worlda 
Better Place 


Edited by Bjorn Lomborg 


Reviewed by Alan Painter 
Policy Research Initiative 
Government of Canada 


How to Spend 


© O 
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to Make the 
World a 


Better Place 


Bjorn Lomborg 
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his book proves that a docu- 

| ment can include 172 note- 

worthy passages and still be 
highly unsatisfactory. 


One hundred and seventy-two is 
the number of yellow stickies I had 
attached to the book by the time I 
got to the end, each one indicating 
a point worth reflecting upon. 


How to Spend $50 Billion is unsatis- 
factory, because it makes poor use 
of its good content. 


The book summarizes the results of 
the Copenhagen Consensus 2004, 
which brought 38 economists 
together to offer advice on how to 
spend $50 billion to address some 

or all of what the book plausibly 
describes as the nine most serious 
challenges facing the world: climate 
change, the spread of communicable 
diseases, conflicts and arms prolifera- 
tion, access to education, governance 
and corruption, malnutrition and 
hunger, migration, sanitation and 
access to clean water, and subsidies 
and trade barriers. 


The editor of the book and key 
organizer of the Copenhagen 
Consensus is Bjorn Lomborg, an 
adjunct professor at the Copenhagen 
Business School and author of the 
2001 best selling and controversial 
book The Skeptical Environmentalist. 


Following an introduction by the 
editor, the consolidated view of from 
one to three of the experts is pre- 
sented in each of nine chapters corre- 
sponding to the challenges. These 
chapters also present the opposing 
views of other experts. The book's 
conclusion provides and explains the 


ranking of an expert panel of eight 
top economists (four Nobel prize 
winners among them), and concludes 
that $27 billion should be spent on 
HIV/AIDS prevention, $12 billion 

on malnutrition and hunger, an 
amount well below $1 billion on 
trade liberalization that would realize 
some $2.4 trillion in annual bene- 
fits, $10 billion to fight malaria, 

and nothing to address the remain- 
ing challenges. 


The book gives far too little attention 
to integrating and reconciling the 
considerable information and analy- 
sis provided by the experts. A much 
better book would have deployed all 
this content to identify what policy 
research and policy development 
should be carried out next to advance 
our understanding of and to address 
all nine challenges. The book does not 
demonstrate that it identifies the opti- 
mal way to allocate $50 billion based 
on the current state of knowledge, 
which is its stated objective. 


On what basis can I disagree with the 
consensus position of such a talented 
group? It appears to me that the 
process employed to develop the 
Copenhagen Consensus didn’t spend 
enough time reconciling the excellent 
information and analysis presented in 
the book. 


If you are exploring one of the 
issues covered in the book, and 
especially if you are in the interna- 
tional development field, you might 
want to check out the applicable 
chapter of How to Spend $50 Billion 
for insights. I don’t recommend the 
recommendations. 
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Population at 2017 
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challenges and opportunities our 
country will face by then, we know 
that these will be heavily influenced 
by the rising tide of demographic 
aging. Strong currents and undertows 
Within that tide also merit analysis. 
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anada will celebrate its 150th Much attention has been given to 
birthday in 2017. Although greying boomers and, while the 

it is difficult to know what actions of that segment will affect 
profoundly the next decade, younger 
generations will experience change 

in an unprecedented fashion. There 
should be opportunities that have not 
been witnessed in three generations, 
but, with those opportunities will 
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come pressures that have not yet 
been experienced and for which we 
have little insight into their conse- 
quences. For example, our country 
is becoming more and more diverse, 
in ethnic and cultural backgrounds, 
religions, languages, and families. 
And, we live in greater numbers in 
cities. With these changes, youth face 
different challenges than previous 
generations in their transition into 
adulthood. 


The Policy Research Initiative (PRI) 
recently launched a new horizontal 
project to provide a picture of the 
population in 2017, in its many 
dimensions. The project will, of 
course, provide basic demographic 
projections to show the changing age 
profile of the population integrating 
census data and population work 
performed by other organizations. It 
will also build on the PRI's previous 
project, Population Aging and Life- 
Course Flexibility, that evaluated the 
impact of aging on social and labour 
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market policy. Population 2017 aims 
at providing as broad a picture as 
possible of the composition of our 
future population, based on an 
accurate picture of our current 
population and key trends observed 
over the last decades. It will also look 
at the drivers influencing the next 
decade and beyond. This picture is 
possible given the tools available 

to us: the powerful micro-simulation 
models LifePaths (see Horizons 
Volume 6, Number 2) and PopSim, 
both from Statistics Canada. 


Population 2017 provides the 
foundation on which other aspects 


of the PRI research program are based. 


We have launched complementary 
initiatives in youth and multicultural 
identity. The initiative on youth 

will look at changes facing Canada’s 
young people with emphasis on 
implications for public policy. One 
thread of the research addresses 
Aboriginal youth, arguably the fastest 
growing segment. This will be the 
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theme of a special issue of Horizons 

to be released late winter. The other 
broadly transformative aspect of 
demographic change is diversity. 

The growing “three M” (multicultural, 
multi-linguistic, multi-religious) 
nature of Canadian society is explored 
in our project on cultural diversity 
and identity. The demographic tide 
will also have an impact on energy 
consumption, and our new project 
aims to shed some light on 

the potential impact. 


This issue of Horizons is an important 
milestone for the Population 2017 
project. It presents research from 
experts in their fields, including an 
analysis of the demographic tide, 
labour markets, diversities of diversity, 
energy use, and the importance of 
the life-course framework for these 
analyses. 


Thomas Townsend 
Executive Head 
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Government 
Publications 


The small hand of the watch is the most important, though it doesn’t appear to be 
moving. The slow progress of demographic phenomena charges them with consequences 
while concealing them from the attention of contemporaries. 


Alfred Sauvy 
Demographer, Anthropologist, Historian 


conomist, John Maynard 
Bien: said that big historical 

events are often caused by slow 
demographic processes (United 
Nations, 1989). In the previous cen- 
tury, the world population increased 
fourfold, from 1.6 billion to 6.1 
billion, while the Canadian popula- 
tion underwent a sixfold increase 
from 5.4 million in 1901 to 31.0 
million in 2001. The 20‘ century 
was an era of sustained population 
growth; the 215t century will be an 
era of aging (Vienna Institute of 
Demography, 2007: 11). Aging is 
nothing new but the significant 
“aging at the top” is a phenomenon 
of the present century. In the coming 
decades, aging will go beyond any 
previous experience, a phenomenon 


FIGURE 1 


the United Nations (2007a) views as 
profound, enduring, and irreversible. 


While demographics is not destiny, 
population is, nonetheless, part 

of what Marx called the material 
base of society. Demographics 
enters questions of services to the 
population, as in health, education, 
pensions, and family support, as 
well as questions that relate to the 
state, from the economy, human 
resources, environment, natural 
resources, and transportation, to 
the cultural mission and governance 
itself (Pellegrin, 2007). 


The United Nations, which obtains 
assessments from each country on the 
desirability of the demographic levels 
and trends, has assessed Canada as 
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FIGURE 2 


Natural Increase Observed (1981 to 2004) and Projected (2005 
to 2056) According to Six Scenarios, Canada 
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“satisfactory” for population size and 
growth, as a “major concern” for its 
population age structure, “too low” 
for fertility, “acceptable” for health 
and mortality, “minor change desired” 
for spatial distribution and internal 
migration, and “too low” for interna- 
tional migration (United Nations, 
2006: 150). 


This paper considers population 
change in terms of size and growth, 
fertility, mortality, migration, popula- 
tion distribution and composition, 
along with inequality and family 
questions, and the implications in 
terms of health, pensions, and society. 
We also consider population policy in 
terms of replacement migration, low 
fertility, and family. 


Population Change: Past 
and Future 


Population Size and Growth 


In 2006, the total population of 
Canada was 32.6 million. According 


Year 


to Statistics Canada’s medium 
projection, the population will still 

be growing in 2051 (Statistics Canada, 
200Sa). There will be a declining 
growth rate over time, but it remains 


positive at about 0.25 percent in 2051. 


In other words, the total population 
will still be growing in 2051, but at 

a very slow pace. From 1951 to 2001, 
the population of Canada increased 
by 122 percent, the next 50 years 
would see an increase of 35 percent. 
(For low and high projections, see 
Figure 2.) 


In a medium scenario, the natural 
increase (births minus deaths) 
becomes negative in 2030, after 
which all population growth is due 
to net international migration. But 
a negative natural increase still 
includes population renewal through 
births. In the medium projection, 
the number of births exceeds the 
number of immigrants throughout 
the projection period, and in 2030 


when the natural increase is expected 
to become negative, there would still 
be 346,000 births compared to 
280,000 immigrants. 


The future will thus see demographic 
dynamics different from the past. 
There will be slower growth, a 
negative natural increase and, even- 
tually, all growth being due to net 
international migration. Other 
changes will be just as remarkable, 
including population aging, more 
relative growth of Aboriginal and 
visible minority populations and, 
depending on the scenarios for inter- 
nal migration, considerable change 
in the distribution of population over 
the provinces. 


Fertility 

The long-term trend in fertility is best 
understood through the concept of 
two demographic transitions. The first 
transition involved economic changes 
that reduced the value and increased 
the cost of children, and cultural 
changes that justified the deliberate 
control over childbearing and pro- 
moted the appropriateness of small 
families. The second transition 
involved family changes that brought 
greater flexibility in the entry into and 
exit from unions, greater variability 
and diversity of family trajectories, 
and a delay in the transitions into 
family roles. The second transition is 
supported by a cultural context that 
promotes the values of individualism, 
diversity, and pluralism, which 
changed the context of childbearing. 


Statistics Canada’s most recent 
population projections use total 
fertility rate (TFR) assumptions of 1.3, 
1.5, and 1.7 births per woman. While 
a 1.5 TFR represents the status quo, we 
propose that the high assumption is 
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attainable. As in a number of coun- 
tries in Europe — France, Spain, 


| Sweden, and the United Kingdom - 


Canada’s fertility moderately increased 


from 1.50 in 2000 to 1.54 in 2005. 


The fact that the increases were 
strongest in Quebec and Alberta 


_ suggests that fertility will be higher 


in contexts where young families 
experience either good prospects for 
employment (Caldwell, 2005) or a 
supportive social policy context (Roy 
and Bernier, 2006). 


| Mortality 


| Since Confederation, life expectancy 

| at birth has increased from 42 years, 

| to almost 80 years (Beaujot and Kerr, 
| 2004: 45) due to various factors, from 


nutrition and standards of living, to 
public health and medical develop- 


TABLE 1 


ments (Bourbeau and Smuga, 2007). 
The reductions in mortality rates first 
benefited infants and children, but 
since the 1970s there have been 
significant improvements for adults 
and elderly persons. Canadian life 
expectancy has come to surpass that 
of the United States, in part because 
there is less inequality in access to 
health services in Canada (Boyle and 
Haub, 2007). 


There is potential for further improve- 
ments in life expectancy. The health 
field attracts some of the best talent, 
and there is strong public willingness 
to invest in health. There are concerns 
about deteriorating lifestyles, obesity, 
and environmental problems, but 
research on these questions can bring 
change in personal behaviour and 


Population Parameters, Canada, 1901-2051 


social conditions. Statistics Canada 
(2005a: 23-24) anticipates life 
expectancy rising from 79.7 in 2002 
to a medium projection for 2031 of 
84.0. This represents a gain of 1.43 
years per decade (see also Bongaarts, 
2006). 


International Migration 


Compared to mortality and fertility, 
it is most difficult to theorize in the 
area of migration. For international 
migration, there are factors associated 
with relations across nations of origin 
and destination (Kim, 2007). These 
relations can be described by periods: 
increased international migration 
after the turn of the 20t century, 

an interlude between the two world 
wars including the economic depres- 
sion of the 1930s, and a subsequent 


Parameters 


Population size (000s) 
Births 

Deaths 

Immigrants (5 yr average) 
Emigrants (5 yr average) 
Life expectancy 


TFR 


Immigrants per 1,000 population 
(5 yr average) 

Emigrants per 1,000 population 
(5 yr average) 


87,000 125,823 150,283 


73,947 


1 
6 ie 5 
a 


13.0) 
10.24 


1901 1951 1967 


146,000 


139,377 181,976 


6858 | 


71.99 — 


4.808 


1367 | 989 | 894 


2001 


= 


2006 2017 2051 


32,624 35,538 42,003 
358,800 


Note: Sources are available on request. Data for 2001 and 2006 are from population estimates. For 2006, the births and total fertility rate are for 
2005, deaths and life expectancy are for 2004. Projections use medium assumptions. 


HORIZONS VoLuME 9 NUMBER 4 


PoLicy RESEARCH INITIATIVE 


period of globalization in the second 
half of the 20th century (Boyd and 
Vickers, 2007; Simmons, 2007). The 
continued globalization, along with 
the strong economic and demo- 
graphic differentials across countries, 
would imply a continuation of high 
immigration. Canada is particularly 
well placed with policies for the 
admission and integration of various 
types of immigrants. However, the dif- 
ficulties faced by recent immigrants 
might be indications that the num- 
bers are in excess of the country’s 
absorptive capacity (Picot and 
Sweetman, 2007; Green, 2007). 


TABLE 2 


The average levels of international 
migration were 145,000 annual 
arrivals and 57,000 departures per year 
over the period 1951 to 1991 (Beaujot 
and Kerr, 2004: 107), and 225,000 
arrivals and 42,000 departures over 
the period 1991 to 2005 (Statistics 
Canada, 2005a: 28; Bélanger, 2007: 
18). These amount to 6.0 arrivals per 
1,000 population from 1951 to 1991, 
and 7.5 from 1991 to 2005 (Statistics 
Canada, 2005a: 25). Statistics Canada 
(2005a: 37) used 7.0 per 1,000 popu- 
lation for immigration and 1.5 per 
1,000 population for emigration 

in its medium projection scenario, 


Measures of Age Structure, Canada, 1901-2051 


Years 
Parameters 


Population size (000s) 


1901 1951 1967 


2001 


which implies annual levels reaching 
280,000 immigrants in 2031. 


Aging 

Aging has been happening for well 
over a century in three phases. The 
first phase saw reductions in births, 
but also reductions in deaths of 
infants and young children. These 
compensating factors produced a 
slow change in the age structure. The 
second phase was essentially “aging at 
the bottom” with a marked reduction 
in births, interrupted with a baby- 
boom period. This phase increased 
the numbers of adults in the labour 


2006 2017 2051 


5,855 5,645 5,480 
Sa eee 
aa as 1,762 2,041 2,517 


Number of children 0-14 (000s) 
Number of persons 65+ (000s) 
Number of persons 75+ (000s) 


Number of children 0-9 (000s) 


1,264 3,120 4,412 3,776 3,597 3,615 3,135 


Number of persons 30-39 (000s) 


% (75+) aan 
2223 27.19 


JE 25.16 36.61 41.40 45.04 


Note: Sources are available on request. Data for 2001 and 2006 are from population estimates. Projections use medium assumptions. 


Median age 
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market, and thus has often been 
viewed positively. The third phase, 
say since 1970, was due to continued 
low fertility and reductions in death 
rates at adult and older ages, resulting 
in aging at the bottom and aging at 
the top, but also aging in the middle 
as baby boomers got older. Although 
fertility was below replacement, births 
were sustained because of the large 
size of the population at the repro- 
ductive ages. 


Canada now enters a fourth stage as 
the baby-boom cohort moves beyond 
childbearing and on to retirement, 
resulting in particularly pronounced 
aging at the top. The different phases 
of aging have different implications 
on factors ranging from human 
resources and economic productivity, 
to the costs of health and pensions. 
With baby boomers still in the labour 
force, we have yet to experience some 
of the important consequences of 
low fertility. 


The differential growth rates by age 
groups show high growth at ages 55 
to 64 through to 2017 as more baby 
boomers move into these ages. The 
proportion over 65 increased by 

3.0 percentage points (from 10.7% 

to 13.7%) in the period 1986 to 2006, 
while the increase over the period 
2006 to 2026 will be 7.5 percentage 
points (from 13.7% to 21.2%). In this 
period, the population aged 65+ will 
increase by 87 percent, while the 
overall population increases by 

_ 16 percent. 


Distribution over Space 


Population projections at the 
provincial level are more uncertain, 
since they are also affected by trends in 
_interprovincial migration. In the high 


growth projection by Statistics Canada 
(2005a: 52-58), each province will have 
a higher population in 2031 than in 
2005. But under some other scenarios, 
Newfoundland and Labrador, New 
Brunswick, Saskatchewan, the North- 
west Territories, and Yukon would 
have smaller populations. All scenarios 
show an increase in the population of 
the other provinces/territories to 2031: 
Prince Edward Island, Nova Scotia, 
Quebec, Ontario, Manitoba, Alberta, 
British Columbia, and Nunavut. There 
are nonetheless important differences 
across the country in the rate of 
growth, and thus in the distribution 
of the population. Taking the medium 
scenario, Ontario, Alberta, and British 
Columbia will increase in their relative 
share of the total population, while 

all other provinces will decline in 
relative size. 


There are also large differences across 
the urban-to-rural gradient (Malenfant 
et al., 2007). The highest growth 
occurs in the largest metropolitan 
areas and in the neighbouring rural 
areas. For the three largest metro- 
politan areas - Toronto, Montréal, 
and Vancouver -— gains are due to 
international migration whereas 

in neighbouring rural areas and in 
other metropolitan areas growth 

is mainly due to internal migration. 
The net internal migration figures for 
the periods 1971 to 1986 and 1976 
to 2001 were negative for the total 

of Toronto, Montréal, and Vancouver. 
These patterns brought an increased 
gap in ethno-cultural diversity 
between Toronto-Montréal-Vancouver 
and the rest of the country. The most 
rural areas of the country have the 
highest fertility, but they also expe- 
rience a weak demographic growth 
or a decline in population. 


Composition: Visible Minorities, 
Aboriginal Peoples 


The legislation of employment equity 
has prompted projections of visible 
minority and Aboriginal populations. 
For instance, the population of 

visible minority status increased from 
1.1 million in 1981 to 4.0 million in 
2001, and it is expected to increase to 
7.1 million in 2017, comprising about 
one in five persons. The population of 
Aboriginal origins was at a low point 
of close to 100,000 in 1900, and those 
identifying themselves as Aboriginal 
reached 1.1 million in 2001 (Maynard 
and Kerr, 2007). This population is 
expected to reach 1.4 million in 2017 
(Statistics Canada, 2005b). 


Demographics and the 
Changing Face of Low 
Income 


When considering the changing face 
of low income, the year 1961 is a 
useful benchmark as low income was 
first defined in the 1961 Census. By 
the 1960s, low-income poverty was 
no longer associated with all segments 
of the population but with specific 
population groups (Podoluk, 1968). 
The 1961 Census showed that low 
income was more prevalent if no 
family member worked during the 
year, in economic families whose 
head was over 65 years of age, and 

in female lone-parent families. Other 
characteristics associated with low 
income included residence in rural 
areas or in the Atlantic region, having 
less than a secondary education, and 
not being attached to an economic 
family. Since then there have been 
areas of improvement. The differences 
over provinces and across levels of 
education have declined. Further, the 
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incidence of low income among 

the elderly is lower, at least for those 
living in economic families (Picot 
and Myles, 2005). 


At the turn of this century, five 
groups are identified as subject to 
persistent low income: lone parents, 
unattached persons aged 45 to 

64, recent immigrants, off-reserve 


had less competition since fewer 
immigrants preceded them. Those 
arriving since the early 1980s have 
experienced economic disadvantages. 
While the percentage with low 
income declined for the Canadian- 
born population between 1980 and 
2000, this rate increased from 24.6 
percent to 35.8 percent for immigrants 


While the percentage with low income declined for the Canadian-born 
population between 1980 and 2000, this rate increased from 
24.6 percent to 35.8 percent for immigrants of the previous five years. 


Aboriginal populations, and persons 
with work-limiting disabilities 
(Hatfield, 2004). The 2001 Census, 
which did not identify persons 

with disabilities, confirmed that 

the incidence of low income is high 
in the first four groups, with persons 
belonging to these four categories 
comprising 22.5 percent of the popu- 
lation but 45.5 percent of persons 
with low income. Each of the five 
groups is growing in relative size: 
family change brings more lone- 
parent families and more unattached 
persons at older ages, the high levels 
of immigration mean more recent 
immigrants, the relatively high 
fertility increases the Aboriginal 
population, and an aging labour 
force means more persons with 
work-related disabilities. 


Recent Immigrants and Low Income 


The situation of recent immigrants 
changed markedly over the last 

few decades. Immigrants of the 
postwar period profited from the 
long hiatus of low immigration from 
1915 to 1945 (Massey, 1995). These 
immigrants, especially those who 
arrived before 1960, would have 


of the previous five years (Picot and 
Sweetman, 2007). The deterioration 
over cohorts does not apply to 
immigrants from all places of origin. 
The worsening situations are mostly 
among immigrants from places of 
origin that constitute an increasing 
share of immigration (Picot and 
Sweetman, 2007: 189). In contrast, 
the average situation is improving for 
immigrants from parts of the world 
that are decreasing in their relative 
share of immigrants, including South- 
east Asia, the United States, South and 
Central America, and the Caribbean. 


Family Characteristics and Low 
Income 


Family characteristics become a 
significant factor influencing low 
income. Those more likely to have 
low income include female lone 
parents, persons unattached to an 
economic family, families with three 
or more children, families with 
spouses under 25 years of age, and 
families with only one member in the 
labour force (Beaujot et al., 2007). In 
2004, one-earner, two-parent families 
with children had the third highest 
incidence of low income, after female 


lone-parent families and unattached 
individuals. For the unattached, there 
are contrasting trends: reductions for 
the elderly and significant increases in 
low-income rates for the unattached 
under age 65 (Feng et al., 2007). 


Certain categories of lone-parent 
families have seen significant 
improvements. From 1980 to 2000, 
the changed socio-demographic 
characteristics, especially more 
education and the postponement 
of childbearing, led to a higher 
proportion of lone mothers who 
were employed and with higher 
average incomes (Myles et al., 2007). 
At the same time, the proportions 
of young lone mothers with low 
incomes, especially those who had 
children as teenagers, have not 
shown improvements. 


Implications for Human 
Resources, Health, and 
Pensions 


Human Resources 


Future demographic changes will 

not carry some of the positive 
implications for human resources 
that occurred in the 20‘ century 
(Livi-Bacci, 2000). The huge reduc- 
tions in mortality in the 20th century 
benefited children, and then younger 
adults, thus increasing the working- 
age population. However, future gains 
in mortality will mostly benefit the 
older population, who are beyond 
ages for the labour force. Similarly, 
the past reductions in fertility have 
permitted the greater labour force 
activity of adults; now this low 
fertility is reducing the number of 
young adults entering the labour 
market. The benefits from internal 
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migration are less likely to be repeated 
in the future, as the population is 
already living in concentrated areas, 
and the changes may see a depopula- 
tion of major regions, with an associ- 
ated loss of value of the capital 
infrastructure (Matthews, 2006). Inter- 
national migration has contributed in 
the past to the settlement of Western 
Canada, to industrialization, and to 
postwar economic growth. While 
there will be benefits from interna- 
tional migration in the future, the 
Canadian labour force is well edu- 
cated, implying fewer gains from 
importing skilled labour. 


TABLE 3 


After a half century of growth, partici- 
pation in the labour force declined in 
the 1990s, at least for older men, and 
for young men and women (Sunter, 
2001). However, data from the current 
decade indicate reversals of some of 
these trends, especially a higher 
participation at older ages (Marshall 
and Ferraro, 2007; Stone, 2007). With 
the increases in participation rates 
between 1996 and 2005, Martel 

and his colleagues (2007a) used two 
scenarios for the future: rates that 
remain constant at 2005 levels and 
rates that continue the trend by age, 
sex, and province. Combining these 


Measures of the Labour Force, Canada, 1901-2051 


Parameters 


Population 15+ (000s) 


Size of labour force (000s) 


Annual growth rate of labour force 
(5 yr average) % 


Employment rate (employed per 
population 15+) % 


Labour force participation rate 
(labour force per population 15+) 


Number of persons 15-24 
Number of persons 55-64 


15-24 per 100 at 55-64 


1901 1951 1967 2001 


3,524 9,758 11,861 


1,072 


25,167 26,979 30,058 


participation rates with the various 
population growth scenarios drawn 
by Statistics Canada produces growth 
in the total labour force until 2017 
in all scenarios, and until 2031 in all 
but the scenario with low population 
growth and constant participation 
rates (Martel et al., 2007a: 3). 
Compared to its size in 2005, the 
total labour force in 2031 will be 2 
percent higher in the low Scenario 1 
and as much as 23 percent higher in 
the high Scenario 4, with an increase 
of 16 percent in the medium 
Scenario 3. At the provincial level, 
only Ontario, Alberta, and British 


2006 |: 2917 | 2051 


36,300 


53.00 54.31 65.76 D : 


1,077 1,530 21917 3,669 4,989 


Note: Sources available on request. Data for 2001 and 2006 are from CANSIM estimates. Projections use medium assumptions for population 
projections and “rising participation” for labour force participation rates. The participation rates projected for 2031 have been applied by the 
authors to the medium population projections. 
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Columbia will have larger labour 
force sizes in 2031 than in 2005. 


With a different approach that builds 
into the model the impact of higher 
levels of education on working hours 
over the life course, Hunsley (2006: 8) 
also projects that the total labour 
supply relative to the size of the 
population would decline after 
reaching a peak in 2013. 


At the time of the 2001 Census, the 
ratio of the population aged 15 to 24 
(the typical ages at entry into the 
labour force) to the population aged 
55 to 64 (the typical age at exits) was 
1.4. By 2006 this ratio was 1.2 and by 
2011 it will be 1.0, reaching figures 
between 0.8 and 0.9 in 2031. The 
2006 Census release used 2016 as the 
year when the number of persons 
reaching working ages will be smaller 
than those reaching retirement ages 
(Statistics Canada, 2007: 12). After 
this date, regardless of the projection 
scenario, there will be fewer people at 
ages for labour force entry compared 
to those at ages for labour force exit. 


Health Care 


The anticipated increase in life 
expectancy of possibly 1.5 years per 
decade will not happen by itself. 
There is a need for policy attention 
to the factors that influence public 
health, and for continued access to 
health benefits. In some areas of 
public policy, greater expenditures 
can reduce the problems, but in the 
health domain improvements lead 
to further costs in looking after the 
health of survivors. When life 
expectancy increases, an older 
population ultimately means more 
deaths, and high health costs in the 
last year of life mean that the number 


of deaths is a major driver of health 
care costs (Légaré et al., 2006). 


Other costs are associated with the 
number of persons in poor health. In 
the base scenario, Legare and Décarie 
(2007) projected that between 2001 
and 2031 the elderly population in 
poor health will increase by a factor of 
3.3 for men and 2.7 for women. Even 
in the optimistic scenario, where all 
gains in life expectancy are in the dis- 
ability-free years, the increase is a fac- 
tor of 2.7 for men and 2.3 for women. 
With greater numbers of frail elderly, 
costs will increase for a range of health 
and social services (Keefe et al., 2007; 
Légaré, 2001; Légaré et al., 2006: 307). 
These costs are mostly funded through 
a one-tier public “pay-as-you-go” sys- 
tem, which raises inevitable inequity 
across generations, to the disadvan- 
tage of smaller generations that follow 
larger ones. 


Pensions 


The analysis of trends in low income 
for the elderly suggests that Old Age 
Security and the maturation of the 
Canada Pension Plan have played 
important roles in reducing inequality 
across the elderly population (Myles, 
2000). However, with the increased 
importance of private pension plans 
in retirement income, and the very 
uneven participation, this inequality 
is expected to increase. 


In his comparative analysis of seven 
countries, Bongaarts (2004) found that 
the pension expenditure ratio (PER) 

or the total annual spending on pub- 
lic pensions divided by total pre-tax 
annual earnings of workers is about 

10 percent of earnings in Canada, 

the United Kingdom, and the United 
States, about a quarter of earnings 


in France and Germany, and one 
third in Italy. His projections suggest 
that public pension expenditure as a 
percent of earnings is unsustainable 
for Italy, France, and Germany, 

and problematic even for Canada, 
the United States and the United 
Kingdom. In the Canadian case, 

the PER increases from 10 percent 
to 20 percent between 2001 and 2050. 
Various alternatives are simulated 
for reducing public pension costs, 
including population questions like 
increasing fertility or immigration, 
and labour force questions like 
increasing the employment ratio 

or the age at retirement, along 

with a reduction in pension benefits 
themselves. There would be value 

to considering policy along each of 
these avenues. 


Population Policy? 


Replacement Migration 


Discussions of problems facing the 
Canadian population, especially 
slower growth, slower labour force 
growth, and aging, often take immi- 
gration as a way of fixing the prob- 
lem. This has become known as 
“replacement migration,” that is, 
using immigration to replace births 
and to return to earlier population 
dynamics. The United Nations (2000) 
used three definitions of replacement 
migration. 


In the first definition, migration is 
used to prevent the population from 
declining. As seen from Statistics 
Canada’s medium scenario projec- 
tions, migration prevents the decline 
of population in the long term. 
However, with only Ontario, Alberta, 
and British Columbia receiving more 
than their relative share, immigration 
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does not prevent a population decline 
in some regions of the country 
(Matthews, 2006). 


The second definition is to use immi- 
gration to prevent the labour force 
population from declining. Here 
again, Canada is in good position, 
even with immigration levels slightly 
below those of the medium scenario. 
Martel et al. (2007b) calculated that 


population aging. Moreover, it is 
questionable whether a significant 
increase in immigration is feasible 
in Canada. Unlike many European 
nations, Canada already has a high 
rate of immigration. The lack of 
success in redirecting newcomers 
to destinations other than Toronto, 
Vancouver, and Montréal, and 

the greater difficulty in integrating 
recent cohorts of immigrants into the 


While we live in an ideal time with regard to the proportion of the 
population in the labour market, we need to consider reforms, to 
accommodate older workers, to improve the security of younger 
workers, and to improve the work-life balance. 


an annual net immigration of 165,000 
is sufficient to keep the working-age 
population from declining. 


The third meaning of replacement 
migration is to use migration to main- 
_ tain the relative size of the population 
aged 15 to 64, compared to that aged 
65 and over. Population projections 
show that this is impossible. Popula- 
tion aging is inevitable, and immigra- 
tion cannot be used to stop this 
process. Immigrants are, on average, 
younger than the receiving popula- 
tion, and thus higher levels of immi- 
gration produce a slightly younger 
population. However, the effect is 
slight, since immigrants of a given 
year are a small number compared 
to the receiving population, and 
since the foreign born age like 
everyone else. 


An increase in immigration levels 
can be a part of the response to the 
forecast demographic change, but, 
in itself, will not solve problems. 
Immigration can forestall population 
decline but has little impact on 
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Canadian labour market, cast doubt 
on the feasibility of any large jump 
in the numbers admitted. Past expe- 
rience has seen immigration levels 
rise and decline, permitting periods 
of integration when the additional 
arrivals were lower. 


Low Fertility 


A survey on fertility intentions in 
France shows that four factors con- 
tribute to relatively high fertility: 
access to resources and economic 
stability, more equal gender relations, 
family policies, and resisting post- 
modern values associated with indi- 
vidualism (Rossier, 2005). Existence 
of a stable conjugal unit and two jobs 
per family also contributes to higher 
fertility (Rossier, 2005; Testa and 
Toulemon, 2005). 


Recent cohorts experienced significant 
difficulty in entering the labour mar- 
ket, and the real incomes of young 
workers have declined in recent years. 
Moreover, at least some of the costs 
associated with child rearing — most 
notably, post-secondary education — 


have been rising. Greater financial 
support for young families might 
help them become established more 
quickly and have more children. 
However, even those most supportive 
of financial incentives concede that, 
to have a significant impact, payments 
must be large. Moreover, financial 
incentives alone are likely to have 
only a small effect on the fertility 
rate (Grant et al., 2004). 


In his study of the efficacy of policy 
on fertility, McDonald (2006) con- 
cluded that governments will have to 
provide greater security if fertility is to 
rise. The central problem, according to 
McDonald, is that family formation 
involves greater risks for women. The 
solution includes social change that 
gives priority to the support of family 
life, signalling that if young persons 
marry and have children, they will 
be supported by the society. Fertility 
is lowest in countries where there is 

a strong, traditional view that family 
and state are separate entities, and 

it is higher when there are family- 
friendly institutional arrangements 
and higher levels of gender equity 
within the family (see also Roy and 
Bernier, 2006). These institutional 
arrangements need to take a variety 
of forms, given the diversity across 
families and over the family life 
course (Beaujot and Ravanera, 2007; 
McQuillan, 2006). 


Family Dimensions and the 
Changing Basis for Social Support 


Family dimensions merit further con- 
sideration, especially since there have 
been large changes with associated 
implications regarding families as the 
basis for the support of dependants. 


While family life in the baby-boom 
era did not constitute a “natural” or 
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timeless model for family living, it is 
nevertheless useful to compare the 
situation of families today with that 
which prevailed in the first decades 
following World War II. Many 
significant social policies that affect 
families were developed in this era, 
and these policies assumed both a 
steadily growing population and the 
predominance of the two-parent, one- 
earner family. That is, social policies 
developed in modern welfare states 

in the postwar period often implicitly 
assumed that stable, intact families 
with a regularly employed bread- 
winner would guarantee the basic 
security of the great majority of the 
population (Esping-Andersen, 1999). 
Thus, the primary role for social policy 
was to provide support to the rela- 
tively small number of persons who 
did not live in such families. But a 
new set of risks emerged in the later 
part of the 20 century, and the 
established policies of modern welfare 
states are not well-suited to respond. 
These new risks are related to develop- 
ments in the labour markets of 
advanced industrial societies, but 

the changes in family life have also 
created new risks, especially for 
women and children. 


While Western countries have 
put their social policies together 
through models that use different 
anchoring points, these models 
always include three elements: 
individual self-sufficiency, family 
support, and a social safety net. In 
their current formulation, these 
models are inadequate in the 
globalized post-industrial world 
(Esping-Anderson, 1999). 
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Conclusions 


At the 150th anniversary of 
Confederation, the demographic 
conditions in Canada will be rather 
different from those of 50 years earlier. 
In 1967, the population was growing 
at an annual rate of 1.8 percent per 
year, while the rate in 2017 will be 
0.8 percent per year in the medium 
projection. The aging that was occur- 
ring was mostly at the bottom, with 
the proportion of the population over 
65 increasing from 7.8 percent in 
1967 to 13.7 percent in 2006. This 
indicator of aging at the top increased 
by 6.0 percentage points from 1967 
to the present, and it will increase by 
another 3.1 percentage points to 2017, 
and another 4.4 percentage points to 
2026; by that time, most of the baby 
boomers will be at these ages. 


In spite of low unemployment, only 
52.8 percent of the population aged 
15 and over were employed in 1967; 
this employment rate increased to 
63.0 percent in 2006. With the mas- 
sive movement of baby boomers and 
women into the labour force, the total 
labour force was set to increase by 

38 percent in the 10 years following 
1967, while the current projections 
are for a 2 percent increase between 
2017 and 2027. From 1966 to 1976, 
the population aged 20 to 29 
increased by 53 percent, while that 
aged 65+ increased by 30 percent, 
and the whole population increased 
by 15 percent. In contrast, between 
2016 and 2026, we will see a decline 
of 7 percent in the population aged 
20 to 29, an increase by 39 percent in 
the population aged 65+, and a total 
increase of 7 percent. 


There have also been important differ- 
ences over regions. For instance, in 
the last 40 years the populations of 
Alberta and British Columbia com- 
bined increased from 16.7 percent 

to 23.6 percent of the total country, 
while the Atlantic provinces com- 
bined declined from 9.9 percent to 

7.1 percent, and Quebec from 28.9 
percent to 23.5 percent of the country. 
In spite of an interest to have more 
balanced distribution over regions, 
these differentials will likely continue, 
with growth concentrated in Alberta, 
British Columbia, and Ontario. 


Clearly, Canada’s demographic policy 
needs to go beyond immigration. 
While immigration plays an impor- 
tant role in adjusting to a changed 
context, there is also a need for policy 
that would support childbearing. 
While we live in an ideal time with 
regard to the proportion of the popu- 
lation in the labour market, we need 
to consider reforms, to accommodate 
older workers, to improve the security 
of younger workers, and to improve 
the work-life balance. Given the 
interests of the smaller generations 
following the baby-boom generation, 
adjustments to health and pension 
provisions need to pay particular 
attention to intergenerational equity. 


References are available on the PRI web 
site. 
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emography probably enjoys 
the best record among all 
social science disciplines in 


predicting the future, especially if 
this future lies about ten years hence. 
After all, in the late 20th century, 
Nathan Keyfitz was able to point out 
to the Chinese authorities what con- 
sequences their one-child-per-family 
policy would have on the population, 
and on economic development. He 
predicted that, initially a window 

of opportunity for economic growth 
would open as the dependence ratio 
was radically lowered (with fewer 
children, and not yet having a large 
proportion of aged people); but 

this would only last for a specific 
time. Then, the abundant young 
generation would reach old age and 
the dependency ratio would shoot 
up again. Therefore, economic growth 
had better be achieved by then. 


Of course, Canada’s situation appears, 
and indeed is, much less dramatic. 
The parents of children to be born 
during the next decade are already 
largely present and they can be 
counted. Barring catastrophes, life 
expectancy will keep rising slightly, 
and the aging and deaths among 
current members of the population 
can be predicted with much accuracy. 
Immigration levels are likely to remain 
high enough to keep representing the 
only net contribution to population 
growth, but the numbers are not so 
high as to upset the balance in any 
important ways on the national level. 
Most people who will be living in 
Canada in 2017 are already here, 
although the equivalent proposition 
may not hold for specific regions, 
cities, and neighbourhoods. 


Regional migration within Canada 
may keep displacing many individuals 
and families, but it is not clear to 
where, given the rather volatile mix 
of resource development and environ- 
mental problems we are likely to face. 
If the number of children to be born 
over the next decade is predictable, 
the circumstances in which they will 
grow are less foreseeable. Will they 
live in intact families, in single-parent 
families, or in blended families? And 
for how long will they experience 
these situations? How many will live 
in poverty, or in families plagued by 
uncertainties and stresses concerning 
employment or work-life balance? 
How many will be born to immigrant 
families, and how different will their 
trajectories be from those whose par- 
ents were born here? 


The more we look beyond counts 

to the underlying processes at work, 
the more complex things become. As 
the study of population change turns 
to the broader issues of what sort of 
life members of this evolving popula- 
tion are likely to lead, analyzing the 
interaction between all the processes 
at play, socioeconomic as well as 
demographic, not to mention cultural, 
requires a conceptual scheme. This is 
what we sketch out here, starting from 
population change and reaching out 
to the notion of life course. 


The study of population change starts 
with basic counts: how many births, 
deaths, conjugal unions formed or 
dissolved, and how many people 
moving in and out of various terri- 
tories. Locality is implicit, or even 
explicit, in all these counts: people 
are counted in specific places (which 
should bring about a conversation 
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between demography and geography, 
especially in these times of environ- 
mental vulnerability). 


The notion of transitions is closely tied 
to that of counts, if simply because 
births come from unions, cohorts 


they examine their circumstances, 
using whatever information, ideas, 
and beliefs life has made available 
to them. They then adopt a course 
of action in order to maintain or 

alter this situation. The process is 

iterative, as circumstances change, 


The life-course perspective provides a framework through which the 
interaction between these transitions and processes can be analyzed. 


replace one another in a process of 
biological and social reproduction, 
migrants change the age balance 

and the territorial distribution of the 
population, and so on. In other words, 
counts are interdependent; they are 
linked through these transitions. 


Much of research is devoted to under- 
standing the causes of such transi- 
tions, that is, to understanding the 
processes which promote or hold back 
each of these transitions, or change 
their circumstances. This is where 
demography enters a broad interdisci- 
plinary conversation with economics, 
sociology, and even anthropology and 
psychology. Political science is also 
relevant, to the extent that counts 
and transitions are shaped by policies, 
and contribute to shaping them. 


The life-course perspective provides 

a framework through which the inter- 
action between these transitions and 
processes can be analyzed. It involves 
four elements, all leading to a rich 
interdisciplinary dialogue, and to 
improved exchanges between the 
research and the policy communities. 


1. Life is longitudinal: individuals, as 
human agents, build their future 
on the basis of the constraints and 
opportunities provided by their 
past. At each stage of their lives, 
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in part as a result of the course of 
action selected earlier. There are of 
course significant disparities in the 
circumstances in which individuals 
find themselves, as well as in the 
quality of the knowledge available 
to make decisions. Moreover, life- 
course research has shown that 
initial differences in opportunities, 
sometimes relatively limited, tend 
to be amplified with the passage of 
time. The timing and sequence of 
events and transitions also play a 
key role, and consequences of these 
events and transitions unfold over 
the short, but also the middle and 
the long run. 


. Life is multifaceted: individuals 


contribute to, and derive resources 
from various institutions with 
which they are in contact: family, 
communities, markets, and the 
state. Indeed, the life course of 
individuals essentially depends 

on the extent to which they enjoy 
resources such as good health, a 
mastery of knowledge, and a cer- 
tain level of economic security. 
These three basic resources 

can be seen as both causes and 
consequences of one another, as 
the life course unfolds. At various 
junctures, individuals only fare as 


well as their health, literacy, and 
economic security will allow. And 
in turn health, literacy and income 
security are largely the product of 
what happens at these successive 
junctures. This is why policy dis- 
cussions increasingly refer to the 
need for life-long learning, health 
literacy, and maintaining employa- 
bility, and to the deleterious effects 
of poverty on health and literacy, 
especially among children. The 
reference to various interdependent 
forms of capital is useful here: 
resources are not only used, they 
are also accumulated (or depleted) 
over the life course, thus affecting 
life chances and social conditions 
in a cumulative and interactive 
way. Besides economic, human, 
cultural and health capital, social 
capital is increasingly evoked in 
policy discussions. Through social 
networks, individuals can indeed 
mobilize other useful resources for 
themselves, their families and their 
communities. 


. Lives are linked: individuals are 


involved in “linked lives,” largely 
through family and generational 
relationships. We are all born to 
parents, who usually care for us 
and expect some form of care and 
love as they age. A similar relation- 
ship binds a large proportion of 
middle-aged individuals to their 
own children as well, and indeed 
it is experienced in the context of 
increasingly diverse families, intact, 
single-parent or reconstituted. This 
has critical consequences for the 
life course of individuals, not only 
when they are young or aged and 
dependent, but also when they 

are middle-aged and sharing the 
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burden of caring for dependents 
in their families, in their com- 
munities, and in their society’s 


institutions (e.g., pension schemes). 


Linked lives mean that the life 
course of individuals is profoundly 
affected by what happens in the 
life course of their family members, 
and vice versa: for instance, when 
a job is lost (or found), when a 
major illness strikes, when a child 
is born or a spouse dies, when a 
child drops out of school, or leaves 
home, or comes back. 


4. Lives are lived in social contexts: 
individuals are embedded not 
only in families, but also in com- 
munities, which can offer various 
levels of opportunities (i.e., jobs, 
quality of schools and childcare 
services, physical security, quality 
of the environment, availability 
of commercial services) and of 
support (sociability, community 
organizations). These obviously 
shape the trajectories of residents, 
especially in the case of the more 
place-bound sub-populations, such 
as children, the aged, the handi- 
capped, and the poor. Provincial 
and national jurisdictions also play 
a key role in shaping life courses, 
through their policies in the fields 
of health, education, social assis- 
tance, urban affairs, transportation, 
the environment and so on. 
Research reveals striking differences 
even among advanced societies, 
which have been captured in the 
notion of welfare regimes. These 
regimes represent different global 
and historically resilient models 
of organizing the production and 
distribution of welfare by markets, 
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states, families, and communities. 
Liberal countries emphasize mar- 
kets and residual social programs; 
social-democratic countries offer 
universal social protection while 
emphasizing widespread partici- 
pation in the labour market; and, 
conservative countries tend to 
rely more on families and on 
occupations-based social insurance 
schemes. Comparative life-course 
research (international and, in the 
case of Canada, inter-provincial) 
can powerfully contribute to 
sorting out the effects of these 
policy arrangements on outcomes 
in the trajectories of individuals 
and families. 


This last element draws the life-course 
perspective away from a rather 
individualistic point of view. Thus, 
individual and family transitions 

and trajectories simply become a 

lens through which the effects of 


macroscopic changes can be analyzed. 


training programs, which are all 
driven by counts and transitions, 
over the life course and in various 
population groups. 


This can be summarized in two 
symmetric propositions: 


¢ Population changes, together with 
economic changes, are major deter- 
minants of how transitions, trajec- 
tories and life courses are shaped. 


e In turn, the various processes 
at play in the life course of 
individuals are, in the aggregate, 
the causes of population changes. 


This interdependency is clearly illus- 
trated when we examine, for instance, 
one key population process, birth. 
Birth depends on decisions made 

in the context of the matrimonial, 
educational, professional and income 
trajectories of individuals in families, 
as well as the health situation of these 
individuals and their kin. And these 
trajectories in turn, have been shaped 


If we want to promote equality of opportunity for all in Canada, 

we will need to better understand changes in the composition of the 
population, how these changes interact with life-course processes, and 
how both will unfold in the context of growing social inequalities. 


Economic and cultural changes 
obviously play a key role, but so do 
population changes. The number of 
births, unions and separations, deaths 
and migrations powerfully shape the 
context in which individuals lead 
their lives, and in which policy 
decisions are made. One only has 

to think of such issues as retirement 
age, health care needs, transfers 

and services in support of families, 
immigration quotas, and labour 


by population processes which led 
to having various numbers of people 
in various cohorts of natives and 
migrants in a given territory. 


Of course, all of these processes 

are powertully influenced by, 

and influence in turn, the growing 
social inequalities that we are 
currently experiencing. According 
to Heisz (2007), our social programs 
and fiscal arrangements can no 
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longer keep in check the forces of 
increasingly unequal earnings, as 
well as (demography again, in à 
way) the effects of rising educational 
homogamy. According to Saez and 
Veall (2005) and Murphy, Roberts 
and Wolfson (2007) for Canada, 
high incomes are very strongly on 
the rise; we can expect this to shape 
public debates and decisions on 
public policies. According to Myles 
(2005), the cohort succeeding 

the baby-boom cohort will likely 
experience a postponed adulthood, 
with attendant difficulties concerning 
fertility, and thus the population 
age distribution. 


In other words, it is impossible to 
study population changes and life 
courses without reference to social 
inequalities which they both shape, 
and are shaped by. The connections 
are multiple, and we can mention 
only a few that stand out. 
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The challenge of intergenerational 
equity, including the ways (private 
or public) in which enormous 
amounts of resources will be 
passed between cohorts as the 
baby boomers age and die. 


The impact of family changes on 
social inequalities, including the 
aforementioned tendency to edu- 
cational homogamy, but also the 
impacts of family instability on the 
economic circumstances in which 
children are raised. 


The increasingly problematic inte- 
gration of immigrants in the main- 
stream, especially in the labour 
market and in our educational 
credentials system. 


Population imbalances driven 
by regional economic booms 
and busts, as well as the need for 
families to reorganize their life 
courses accordingly. 


e The difficulties in making sure that 
the population, in the diversity of 
its ethnic and age circumstances, 
gets the resources necessary to lead 
a productive life; this involves 
ongoing educational and health 
services, but also the resources 
required to balance work and 
family obligations. 


Another way to put it would be to say 
that if we want to promote equality of 
opportunity for all in Canada, we will 
need to better understand changes in 
the composition of the population, 
how these changes interact with life- 
course processes, and how both will 
unfold in the context of growing 
social inequalities. 


References are available on the PRI web 
site. 
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ur country will be celebrating 

its 150th anniversary in 

10 years’ time, in 2017. Many 
people are concerned about Canada’s 
economic future, on the eve of this 
anniversary, due largely to the aging 
population and the particular chal- 
lenges arising from baby boomers’ 
exit from the labour force. This article 
takes a look at our understanding of 
the issues surrounding this demo- 
graphic challenge. 


Like fortune tellers who read the 
future with a crystal ball, our vision 
of what the population will look like 
in 2017 is derived from a few crystal 
balls... albeit scientific ones. Our 
key analytical tools are the Statistics 
Canada LifePaths! and PopSim 
microsimulation models. Another 
article in this edition of Horizons 
presents results of the COPS projec- 
tion model — an extremely useful 
“crystal ball” as well for evaluating 
the challenges of the future labour 
market. 


FIGURE 1 


The Aging Population 

There are dire, unavoidable demo- 
graphic trends for which no crystal 
ball is needed; in 2017, for example, 
we can be certain without the shadow 
of a doubt that we will be 10 years 
older! This seemingly obvious truth, 
however, masks a major demographic 
phenomenon: in 2017, baby boomers 
will be 10 years older and, because of 
their substantial demographic weight 
relative to all other generations, they 
will cause a generalized increase in 
the average age of Canadians. The 
boomer population, which is currently 
between 45 and 60 years of age, repre- 
sents approximately 22 percent of the 
total population, whereas the 15 and 
under age group represents just 17 
percent of the population. There are 
simply not enough young people to 
counter the aging effect of boomers 
on the overall average age of the 
population. 


Recent Gain in Population Growth Due to Immigration, While 
Natural Increase is Declining in Importance, Now Only 1/3 of 
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TABLE 1 
Demographic Growth, 2007-2017 


TT _  C=ER 


2007 


Median Births Deaths Net 


Age 


Median 
Age* 


2017 


Births Deaths Net 


45.8 3.9 5.1 “1.2 
42.3 1.4 13 0.1 

44.4 8.3 92 -0.9 
44.5 6.4 TZ -0.8 
42.7 74.7 70.8 3.9 
40.6 144.5 108.1 36.4 
38.9 152 10.5 4.7 
40.0 11.4 8.9 25 
38.5 43.5 24.6 18.9 
42.1 45.1 37.8 144 
41.2 356.3 284.2 102-1) 


OO ———E— 


41.6 43 45 -0.2 
38.9 1.4 1.2 0.2 
41.2 8.4 8.5 -0.1 
41.1 6.7 6.4 0.3 
40.6 74,5 61.7 12.8 
38.5 131.5 9272 593 
37.5 14.3 10.2 4.1 
37.9 it oa 2.8 
36.1 41.1 20.3 20.8 
40.0 41.0 32.2 8.8 
39.1 336.9 246.7 90.2 
* in 2016. 


Source: Bélanger, Martel et al., (2005), and PopSim (2007). 


If boomers’ demographic weight 
partly explains the aging population, 
other factors also come into play. First 
and foremost, Canadian fertility has, 
for the past few decades, been below 
the level needed to simply maintain 
the population at a stable level. The 
low fertility rate serves, of course, to 
explain the low demographic weight 
of young people in our society at the 
present time. In fact, if it were not for 
immigration, Canada’s population 
would start shrinking soon (by around 
2030), with more deaths recorded 
than births. There will then be insuffi- 
cient births in the country to replace 
the baby boomers (see Figure 1). 


Another factor that explains the 

aging population is increasing life 
expectancy for both women and men. 
Life expectancy is increasing by about 
2.4 years each decade, and a greater 


proportion of Canadians are reaching 
65 years of age. It is expected that 

88 percent of women and 81 percent 
of men born in 1960 will reach age 
65, as compared to 74 percent and 
62 percent of Canadian women and 
men respectively born in 1920. The 
demographic weight of older persons 
is therefore all that much stronger. 


This much is clear: all the ingredients 
are in place to contribute to an aging 
population: fewer children, and an 
aging generation with a considerable 
demographic weight and the chance 
of living longer than previous 
generations. 


It should be pointed out that aging 

of the population will occur unevenly 
across Canada. Eastern Canada is 
aging more rapidly than the provinces 
to the west of the Ottawa River (see 


Table 1). For example, the median age 
in Newfoundland and Labrador may 
increase by more than 4 years in the 
next 10 years, whereas the increase in 
the median age for Canada as a whole 
will be only a little over 2.1 years. 
Also, there are now more deaths than 
births in Newfoundland and Labrador, 
as well as in Nova Scotia. At the other 
extreme, there are still twice as many 
births as there are deaths in Alberta. 


Aging and Employment 
Population aging is a cause for con- 
cern; will Canada have the economic 
capacity to sustain a growing fraction 
of its population that is not in the 
labour force? At the Policy Research 
Initiative, we have developed an 
objective approach for providing 
answers to that question. 


Boomers will have a determining 
influence on the changing face of the 
labour force over the next 10 years. 
In 2017, the oldest baby boomers will 
be in their 70s, and the youngest will 
be close to their mid-50s. The next 

10 years will therefore see many 
boomers leave or on their way to 
leaving the labour force. After decades 
of growth in the number of working- 
age people, providing employers 
with opportunities for renewal and 
continuous growth in the number 

of available workers, the trend will 
reverse. The proportion of the popu- 
lation age 65 and over will increase 


to 16.1 percent, whereas it is currently 


only 13.6 percent, representing a 
jump of 2.5 percentage points in 
just 10 years. 


We are not looking at a major crisis 
in the labour market. There will not 
be a generalized labour shortage in 

2017.2 An important component of 
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this finding is the fact that the FIGURE 2 


population replacing boomers in Working Age (15-64) Employment Rate 
the labour force is more active, due 
| largely to the increasing participation 90% 
| of women in the labour force (see à a 
Figure 2). Another important compo- © 60% 
nent is the high education level of E 50% Women 
_ young cohorts arriving on the labour E 40% 
force, which increases the chances of = We 
both landing a job and holding onto & ra 
it longer (see Figure 3).5 We would be 0 —————— ——— 5 
tempted to add a third component, 1940 1950 1960 1970 1980 1990 2000 2010 2020 
immigration, although there is already Years 
a high level of immigration in Canada, _ Source: LifePaths, Statistics Canada. 
so it will have very little impact (see 
textbox on p. 21). Immigration can be FIGURE 3 
a tool used to offset certain pressures Expected Total Lifetime Years in Employment (Men) 
in certain specific sectors, but it is not 
a solution that can improve the living 40 
standard of Canadians (Denton, 2003), 
| nor even compensate for the aging 5 is 4° Deco cine 
population.4 < = 36 
| The measurement, developed at E E “A 
the PRI, of total labour supply (see 3c Did not graduate 
| text box on p. 21) makes it possible 30 
| to quantify labour supply relative to 28 
the Canadian population as whole 1930 1940 1950 1960 1970 1980 1990 2000 2010 
| (population including non-working Year that individual turned 50 


| young and old). 


Source: LifePaths, Statistics Canada. 
It is expected that this labour supply, 
expressed in hours of work per capita FIGURE 4 


(hours of work in relation to total Hours of Work per Capita 

population), will start to decline at the 

turn of the decade (see Figure 4), after 1050 

a strong upward trend since at least 1000 

the early 1970s, corresponding to the 950 

arrival of baby boomers at working £ 900 

age and the increasing participation 2 850 

by women in the labour force. 200 

If the scenario we are forecasting as 750 

regards labour supply in relation to 10 TT TP TT ET] 
total population is not catastrophic, RS or? ror oe Rose ow ow? on! a aw” aw” 1° A 


it nonetheless implies a significant 


Years 
reversal in the long-term trend 


Source: LifePaths (July 2007), Statistics Canada. 
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TABLE 2 observed thus far on the labour mar- 


Provincial Distribution of Hours of Work per Capita ket. Whereas work capacity used to 
SO be rising constantly, an adjustment 


will be needed to a market where 


Hours per Capita labour supply is more limited. The 
2007 2017 Percent change labour market will have to adjust 
to the changing trend, and this 
Newfoundland 740 621 -16.1% adjustment may prove difficult. 


PELL, The golden age of economic growth, 
a fuelled mainly by labour force growth, 
Nova Scotia 952 871 -8.5% seems to have come to an end. 


New Brunswick 891 -11.3% The relatively modest decrease in 
hours of work per capita conceals 
marked differences across provinces, 
Ontario 1,043 1,027 -1.6% similar to provincial differences in 
aging (see Table 2). In Newfoundland 
and Labrador, for example, the 
decline in hours per capita will be 
approximately 16 percent, whereas 


Quebec 949 874 -7.9% 


Manitoba 1,048 1012 -3.5% 


Alberta 1111 1,090 1.9% the decline will be only 1.4 percent in 

= British Columbia 979 935 45% Ontario. In fact, all eastern provinces, 
including Quebec, will see a marked 
Yukon 737 675 -8.5% decline in hours of work per capita, 


whereas the decline will be less 
marked in the other provinces. 


Canada 1,007 970 -3.7% 


Aging may slow down economic 
Source: LifePaths (July 2007), Statistics Canada. growth if there is no compensatory 

effect on productivity. An important 
TABLE 3 factor for productivity growth is the 


Proportion of Population by Educational Achievement in 2007 and —‘Waliity of the work force. If we rely 


2017, 25-44 Age Group on educational level as an indicator 
of labour quality, we have reason 


to be optimistic about the country’s 


1997 2007 2017 ability to achieve the objective of 
faster productivity growth. The labour 
Less than high school 19.3% 14.1% 12.1% force is educated, and it is increasingly 


so. Young people entering the labour 
force are reaching higher levels of 
education than their seniors. In 2007, 
approximately 72.6 percent of those 
aged 25-44 years old have more 

than a high school education. This 
proportion will increase to over 75 
percent in 2017$ (the highest in 
industrialized nations). 


Source: LifePaths (July 2007), Statistics Canada. 
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Population Aging and Employment 


The first baby boomers, those born in 1946, will turn 
65 in 2011. At that time, the demographic weight of 
boomers will be demonstrated once again, when the 
over 65 population will start increasing. Boomers’ exit 
from the labour force will be well underway in 2011, 
though, as many boomers will have already left the 
working world. In and of itself, the relative proportion 
of the population age 65 and over will not lead to a cor- 
responding decrease in the amount of labour available 
to the Canadian economy. Other factors come into play, 
including the constant rise in women’s participation 
rate, the level of education among workers, which 
influences both the probability of having a job as well 
as the possibility of keeping it, the age at entry into the 
labour force, immigration, etc. 


A more accurate way of measuring the available amount 
of labour is to calculate the actual number of hours 
worked by all members of the population. This indicator 
measures the overall work effort in relation to the size 
of the population. Using the LifePaths microsimulation 
model, we measured this work effort and projected the 


behaviours of Canadians on the labour force to estimate 
the impact of the aging population (PRI, 2005). 


The LifePaths projections consider immigration, the 
changing relationship between work, family and 
education, and the changing participation among 
women in both education and employment. LifePaths 
projects changes in these various parameters, but it 
cannot, of course, factor in possible behavioural changes 
in the future. For example, with LifePaths, we observe 
and make future projections of the values of Canadians 
as expressed today by their participation in the labour 
market, the creation of families, the stability of conjugal 
relationships, etc. However, LifePaths could obviously 
not predict the impact that significant changes in values 
might have if a trend cannot already been seen today. 
An example of such a change of values might be a 
change of attitude in the relationship between labour 
market and family. The effect of such a change in 
attitudes on the economy could be modelled with 
LifePaths and its effect quantified in relation to the 

base projection. 


FIGURE 5 


We saw earlier (see Figure 3) the 


| positive effect that education has Hours of Work per Capita 
| on participation in the labour market. 
| The growth in education level among 1100 
young cohorts therefore explains, 
in part, the smaller decline than 1000 
| expected in the number of hours of 
| work per capita, owing to a higher S 
| number of hours of work derived f aa 
| from greater participation in the 200 


labour market. If we assume, however, 
| that an hour of work performed by a 


LE LL LS EL OL PELLE tht) 
| better educated person has a greater Be 


% A où S © Lo 5 D ord anh At 
value,6 thus reflecting greater produc- oe io 5 Al? C ONCE CA 1Ÿ we 7 19 W gs 0 70 no 
| tivity, then there is reason to be even Vote 
more optimistic for the country’s 
| economic future. Figure 5 shows Hours of work per capita —— Adjusted for productivity 


| projected hours of work, corrected by 
potential growth in work productivity 
corresponding to a higher educational 


Source: LifePaths (July 2007), Statistics Canada. 
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TABLE 4 
Earnings (in thousands of 2001$) per Person Year Employed — 
Males 


Bay i | on | sa | so [os | os | | om | | 
0 cc 
scr 
Be) | 0 | 93 | se | os |e | ve [or | ss 
os ccc | 
50 | 3 | 1 | 0 | 0 | | ee | El 
os cs co 
5 ce ace 
os ccc 
20 CRÉENT EE 


1970 | 1975 | 1980 | 1985 | 1990 | 1995 | 2000 | 2005 | 2010 | 2015 
(1950-55) | (1955-60) | (1960-65) | (1965-70) | (1970-75) | (1975-80) | (1980-85) | (1985-90) | (1990-95) | (1995-00) 


Age Group 


Calendar Year 


Source: LifePaths, Statistics Canada. Measure is earnings per person-year employed. 


FIGURE 6 
Earnings Time Series of Young Workers by Education and Gender 
(in 2001$) 
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Source: LifePaths, Statistics Canada. Measure is earnings per person-year employed. 


level. With this correction for the 
productivity effect, there will be no 
decline in the value of hours worked 
per capita. 


Youth and Income 


What will be the economic future of 
young people? We have seen that they 
are more educated and they should 
be more active on the labour market 
than their seniors were. However, 
many researchers have shown that the 
income of young people entering the 
labour force is lower than that among 
the young people of previous cohorts. 
This phenomenon might even 
explain, partly at least, the small 
increase observed in the unequal 
distribution of income. 


Must we fear that this trend towards 
low salaries will continue until 2017? 
Yes and no. On the one hand, we 

have calculated that there should be a 
slight additional increase in the GINI | 
inequality index’ in 2017. It is more 
than possible, however, that this trend 
will be temporary. Two factors point 
to this possibility. It is likely that 
young people will catch up on the lag 
they have at the beginning of their 
careers, and that at some point they 
will even surpass the compensation 

of workers among older cohorts. 

This phenomenon has already been 
observed, as illustrated in Table 4, 
which shows employment earnings 
for various male cohorts. By using as | 
a benchmark compensation for the 
cohort born between 1950 and 1955 
over their life course at work (first 
diagonal, in white), we can examine 
how the career trajectories of other 
cohorts compare. For example, the 
1970-1975 cohort had lower employ- 
ment earnings (in gold) until they 
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| reached 30-35 years of age, when 

| their earnings grew slightly higher 
(in blue), and it is expected that 

| this positive situation will continue 
| in the future. 


It is also possible that labour market 
conditions may change so that 
young people’s earnings situation 

| will have improved in 2017. Our 

| model, however, does not allow us 
to evaluate the effect on earnings 

| by such a change in labour supply 
and demand conditions, although 
economic theory suggests that a 
decline in labour supply relative to 
demand should translate into an 

| increase in salaries. 


This phenomenon of declining salary 
levels upon entry into the labour force 
will have to be studied in greater 
detail. Our preliminary analyses show 
that the decline results primarily from 
a marked deterioration in salary 
conditions among persons with a low 
educational level. In fact, there is even 
a growth in entry salaries for young 
people with high levels of education 
(see Figure 6). 


Using once again this life-cycle 
analysis framework, we have also 
calculated the GINI indicator of 
income distribution for the entire 
working life of Canadians.8 Our 
calculation yields a surprising result: 
even though there is an increase in 
the degree of earnings disparity in 
Canada, when one year is compared 
relative to another, there is virtually 
no increase in earnings disparity over 
the entire career span of Canadians. 
For example, the GINI coefficient of 
compensation distribution over the 


entire career span of the cohort born 
in 1940 and that of the 1960 cohort 
iS OS: 


Much research still has to be done to 


validate and understand these results. 


For example, the stability of GINI 


coefficients among the various cohorts 


may mask a decrease or an increase 
in the overall compensation of the 
various cohorts. In other words, this 
stability may hide intergenerational 
disparities: income distribution 
remains stable, when income 
distribution among each of the 
cohorts is compared, but the level 
of available wealth for each of the 
cohorts may change. 


Conclusion 


Population aging has several causes: 


declining fertility, a disproportionately 


sized generation, and greater life 
expectancy. These three factors play 


off each other and are causing a rapid 


aging of the population. This aging 


will be uneven, that is, it will be more 


rapid in Eastern Canada and Quebec. 


The changing demographic structure 
will have an impact on the labour 
force. In 2017, participation in the 
labour market among boomers will 
continue to decline and, with the 


aging population, the decline in work 


effort in relation to the total popula- 
tion will begin. We will have to rely 
on a substantial work effort among 
young generations. 


Moreover, in spite of some concern 
today over young people’s economic 
future, there are reasons to be 
optimistic. Although young people 
are behind previous generations at 


the start of their careers, they should 
catch up, plus labour market condi- 
tions should be more favourable 

for them. 


Notes 


For a description of LifePaths, see Geoff 
Rowe’s article in Horizons, Volume 6, 
Number 2. 


2 See the article by Lapointe et al. 


w 


There is little use in showing the change 
in the number of years of paid work for 
women since the figure would be 
strongly influenced by women’s increas- 
ing participation in the labour market 
among cohorts born after 1950. 


4 Immigration has a minor impact on the 
dependency ratio since it has an effect 
on both the numerator and the denomi- 
nator in the dependency ratio. Moreover, 
immigrants often arrive with their fami- 
lies, which include persons who are not 
of working age, thereby offsetting the 
effect that could be positive on the 
dependency ratio. 


5 Source: LifePaths, Statistics Canada. 


6 This hypothesis is plausible given the 
generally higher remuneration among 
persons with a higher level of education. 
We have evaluated the effect of educa- 
tion on hours worked by weighing hours 
of work by expected remuneration based 
on educational levels. This measurement 
of productivity effect is incomplete in 
that it does not consider the positive 
impact of changing production methods. 


7 A GINI coefficient of 0 indicates a per- 
fectly equal distribution of resources, 
while a GINI coefficient of 1 indicates 
a perfectly unequal distribution of 
resources (with a single individual in 
possession of all resources). 


8 We have limited the analysis here to the 
25-55 year old age group. 


References are available on the PRI web 
site. 
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ffective January 2007, the US 

Pension Protection Act of 2006 

allows traditional pension plans 
to pay retirement benefits to workers 
who are at least 62 years of age, even 
if they are still working. This gives 
employers the ability to offer flexible 
work arrangements to older workers, 
who, instead of fully retiring, can con- 
tinue to work while tapping into a 
portion of their pension. Some believe 
this pension reform will encourage 
older employees to work longer to 
ease the labour shortage caused by 
retiring baby boomers. However, 
many of those who continue to work 
would be part timers. This type of 
arrangement draws workers from all 
ages and requires a human resource 
strategy of flexible work options to 
generate even more workers to ease 
the pending labour shortage. 


Recognizing the need for an inclusive 
strategy does not detract from the 
policy of encouraging part-time work 
while receiving a partial pension. 
Phased retirement remains a winning 
strategy. For workers, such a system 
would help them prolong the work 
life and generate supplementary 
income, as it allows time for 
caregiving, social engagement, 

or personal activities including 
rehabilitation of a disability. 


For employers, it moderates the 
coming labour shortage, while accom- 
modating those who may wish to 

or can only work fewer hours than 
before. Employers could also benefit 
from workers who are more likely 

to give their best hours of perform- 
ance in the reduced work regimen. 
Dispensing partial pensions would 
also ease cash flows for pension plans. 


Thus, society as a whole could 
benefit from more production, as 
employers tap into a larger labour 
pool, enhance workforce morale and 
quite possibly improve productivity, 
while employees could exercise more 
choice about work and retirement. 
Besides, as people live longer and 
healthier lives, they may want or 
need to work longer. 


That explains why many countries 
now urge a “live longer, work longer” 
philosophy. As intuitively appealing 
as it sounds, however, this idea down- 
plays the fact that some older people 
just cannot or will not work longer. 
Moreover, most older people who 
continue to work would be part 
timers. Therefore, to ameliorate the 
worker shortage, we need an inclusive 
strategy to enlarge the labour supply 
in other groups, such as younger 
people, persons with disabilities, 

and women, as we encourage older 
people to continue working. 


During the past 25 years, labour force 
participation rates have declined 
dramatically among people age 55 or 
younger, especially those under age 25, 
as well as among working-age people 
with disabilities. As for women, their 
labour force participation rates have 
dropped in the last 10 to 15 years after 
rapid growth in the preceding decades. 
Among the many factors that may 
explain these declines is the lack of 
flexible work arrangements. 


A strategy of flexible work options 

for everyone is needed to satisfy the 
desire of many individuals to combine 
work and family or other pursuits, or 
to accommodate those whose ability 
to work is compromised by a health 
condition. 
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There are already harbingers of such 
practices. For example, some high 
schools have instituted work-study 
programs to enable high school 
students to earn income toward 
tuition payments. Some women 
professionals have created job sharing 
arrangements so they can raise chil- 
dren as well as work. The US federal 
government recently announced a 
major initiative to place people with 
a severe disability in jobs. The federal 
government has also paid close 
attention to creating flexible work 
arrangements to retain older workers 
who would otherwise be retiring in 
the coming years. And, American 
Association of Retired Persons (AARP) 
has had a program for several years 
of recognizing best employers for 
workers over age 50. 


The challenge for human resource 
management cannot be minimized. 
To carry out a flexible work options 
strategy requires efforts in both the 
public and private sectors. Hence, 
industry, labour, government, com- 
munity organizers, and the research 
community need to work together 
to help the workplace maximize the 


benefits while minimizing the costs of 


a new way of tapping society’s poten- 
tial labour regardless of age and sex. 


An initiative not based on age 
would have greater humanitarian 
and political appeal. Further, such 

a strategy has another benefit. 
When combined with more day 
care and family leave, and other 
accommodating practices toward 
new parents, a flexible work options 
strategy could potentially reverse 
the declines in birth rate that have 


BOOKMARK 


contributed significantly to the ageing 
population and aging workforce in 
many countries. 


1 Yung-Ping Chen holds the Frank J. 
Manning Eminent Scholar’s Chair in Equality 
Gerontology, University of Massachu- wane 
setts, Boston. A delegate to the 2005 
White House Conference on Aging, he 
attended, either as a delegate or consult- 
ant or both, the 1971, 1981, and 1995 
White House Conferences on Aging and 
the 1998 White House Conference on 
Social Security. A founding member of 
the National Academy of Social Insur- 
ance, he served on the expert panel of 
the 1979 Advisory Council on Social 
Security. 
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ach year, a team of analysts at 
Ho Resources and Social 

Development Canada (HRSDC) 
prepares a detailed 10-year outlook for 
the Canadian labour market. This out- 
look identifies likely trends over the 
medium term in the level, com- 
position and sources of both labour 
demand and labour supply, and in 
the industrial and occupational 
distribution of employment. The 
most recent labour market outlook 
was prepared in 2006 and covered 
the period 2006-2015. 


The information derived from these 
projections helps to address some 
important policy issues, including the 
expected slowdown in labour force 
growth due to population aging and 
the future skill requirements of the 
economy. Of high interest to many 

is whether the broad trends in labour 
demand and supply that have been 
observed in recent years will continue 
in the future, or whether significant 
changes can be expected. Another key 
objective is to identify occupations 
where the current and projected states 
of supply and demand suggest that 
imbalances could develop or persist 
over time. 


Key Highlights 


The Canadian labour market is 
currently quite healthy. 


After struggling for the greater part 
of the 1990s in the wake of restrictive 
monetary and fiscal policies aimed 
at stabilizing inflation and quelling 
budgetary deficits, the Canadian 
labour market, as revealed by key 
indicators, has now been performing 
well for several years. Employment 
has grown at an average annual rate 
of 2.0 percent over the period 1996- 
2005; the participation rate in 2006 


The projections developed at 
HRSDC are concerned with the 
national-level labour market only 
because available data permits 
both labour demand and labour 
supply projections by occupation 
nationally. However, the projec- 
tions do not permit labour sup- 
ply projections by detailed 
occupation at the provincial 
level. Looking at only one side of 
the labour market can give very 
misleading signals. For instance, 
for a given province, the projec- 
tion of strong demand growth 

in an occupation does not neces- 
sarily mean that there will be a 
labour shortage situation in that 


occupation if labour supply in 
that occupation is also going to 
increase strongly in future years. 


The projections presented here 
are for the period 2006-2015. The 
last year for which actual data 
was available when the projec- 
tions were prepared is 200S. 


was near a record high at 67.2 percent; 
and the employment rate reached 

a record level of 63.0 percent. In 
addition, the unemployment rate fell 
to 6.3 percent in 2006, reaching its 
lowest annual average level on record. 
That trend has continued in recent 
months, with the rate dropping to 
6.0 percent in July and August 2007. 


This performance is expected to 
continue over the next decade. 


The Canadian labour market is 
expected to remain buoyant over the 
next ten years. Total employment is 
expected to grow at an annual average 
rate of 1.1 percent over the 2006-2015 
period. Although this represents a 
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slowdown relative to the 2.0 percent 
average rate of the period 1996-2005, 
the Canadian economy would still 
create about 1.9 million new jobs over 
the next 10 years (compared with 2.9 
million in the period 1996-2005). 


The overall growth in employment 
levels is constrained by the projected 
rate of growth of labour supply in 
Canada, which is slowing as a result 


The overall labour force participation 
rate is projected to drift down from 
67.2 percent in 2005 to 66.7 percent 
by 2015 (the same level as in 2002), 
reflecting the rising share of older 
individuals in the population who 
participate less in the labour force 
than core-age (25-54) individuals. 


Immigration is already a significant 
contributor to population growth in 


Demographic and macroeconomic developments will lead to changes 


in Canada’s industrial structure. 


of slower population growth and the 
aging of the baby-boom generation of 
workers. This leads to a projection in 
which Canada’s real gross domestic 
product (GDP) is expected to advance 
at an average annual rate of 2.8 per- 
cent over the period 2006-2015, down 
from the average growth rate of 3.3 
_ percent over the period 1996-2005. 


Labour supply growth will slow 
down in the decade ahead. 


Canada’s labour force (those employed 
plus those unemployed) is expected 
to increase from 17.3 million people 
in 2005 to 19.1 million by 2015. The 
annual rate of growth of the labour 
_ force would average 1.3 percent over 
the period 2006-2010 and 0.7 percent 
for 2011-2015. This compares with 
1.7 percent on average between 1996 
_and 2005, and peak growth rates of 
2.9 and 2.3 percent in 2002 and 2003, 
respectively. The slowing of labour 
| force growth over the next ten years 
is a consequence of the expected 
slowdown of population growth, 
combined with a declining rate of 
labour force participation as aging 
baby boomers begin to retire. 


Canada. The contribution of immigra- 
tion to population growth is assumed 
to remain relatively stable between 
2006 and 2015, representing an addi- 
tion of 0.75 percent to the total Cana- 
dian population each year (close to 
the average addition recorded over 
the past decade). On the other hand, 
emigration is assumed to subtract 

0.2 percent from the total population 
every year. As a result of the low rate 
of natural increase in the Canadian 
population (reflecting low fertility 
rates), the constant inflow of new 
immigration (net of emigration) will 
account for an increasing share of 
population and labour force growth 
over the decade ahead. 


The share of employment in service- 
producing industries is expected to 
continue on its upward trend. 


Demographic and macroeconomic 
developments will lead to changes 

in Canada’s industrial structure. First, 
slower population growth is expected 
to reduce output and employment 
growth for most industries, while 
changes in the age structure of the 


population will influence the indus- 
trial structure by favouring service- 
providing industries, particularly in 
the health sector. Second, goods- 
producing industries are expected to 
continue to register stronger labour 
productivity growth than the service- 
producing sector, in order to remain 
competitive in the face of the higher 
Canadian dollar and intense interna- 
tional competition. 


Therefore, over the next 10 years, 
employment growth in the service 
sector will outpace that in the goods- 
producing industries, continuing the 
trend that began in the late 1980s. 
Employment in the service sector is 
expected to rise at an annual average 
rate of 1.2 percent, representing an 
increase of nearly 1.6 million jobs 
for the next 10 years. However, in 
the goods-producing industries, 

the average annual rate of new job 
creation is projected to be only 0.8 
percent. Given that the goods sector 
only accounts for one in four jobs, 
this will be an increase of 0.3 million 
jobs for the next ten years. 


Employment growth is expected to 
be strong in the health, computer 
system design, and professional 
services sectors. 


Among the service-producing indus- 
tries, employment growth is expected 
to be strongest in health, computer 
system design and professional 
services. These industries will benefit 
from increases in health care needs 
related to population aging, the con- 
tinuing movement of the economy 
towards more knowledge-intensive 
activities and increased investment 
in research and development (R&D). 
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Within the goods-producing sector, 
high energy prices will continue to 
spur investment spending and output 
in the oil and gas sector, while the 
computer and electronic products, 
other transportation equipment 
(especially aerospace), and fabricated 
metals manufacturing industries will 
benefit from strong global demand 
and high corporate profits. In con- 
trast, the auto and parts sector is 
expected to struggle in the face of 
faltering auto demand in North 
America, as are the forestry industry 
and the wood products manufacturing 
industry, which will be affected by the 
weakening of residential construction. 


Some sectors of the “old economy” 
are expected to perform well. 


In recent years, a comeback of some 
sectors of the old economy has been 
seen, mainly the construction sector 
and the oil and gas related sectors. 


The significant employment gains 
recorded in the construction industry 
since 2001 have been driven by the 
housing boom that occurred over that 
period. However, the pace of residen- 
tial construction activity will slow 
considerably in coming years, as a 
result of weak pent-up demand and 

a decline in the number of people 

in the age group likely to buy a 

first home. Despite a slowdown 

in residential construction, non- 
residential construction in the energy 
sector will give a boost to the industry, 
thanks to major electricity and oil 
and gas projects. 


The oil and gas related industries have 
been booming for several years due to 
soaring oil prices and strong world 
demand. Thus, oil and gas companies 
have begun investing heavily in the 


FIGURE 1 


Job Openings: Retirements and Expansion Demand, 1995-2015 
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Source: (1995-2005) Statistics Canada, Labour Force Survey (Expansion Demand), and 
HRSDC - SPRD, Labour Market and Skills Forecasting and Analysis Unit, 2006 Reference 
Scenario (Retirements). (2006-2015) HRDC - SPRD, Labour Market and Skills Forecasting 
and Analysis Unit, 2006 Reference Scenario. 


exploration of new oil and gas sources 
and especially in the preparation 

of tar sand extraction areas. These 
investments have contributed to a 
significant rise in employment in 

oil and gas extraction since 2001 

(8.2 percent a year on average) and to 
a surge in activity in related industries 
such as support activities for mining 
and oil and gas extraction, some 

parts of the machinery and equip- 
ment industry and non-residential 
construction. The strong activity in 
these sectors is expected to continue 
in the coming years, especially in the 
western provinces. 


The majority of future job openings 
will be the result of retirements. 


Labour demand is not only coming 
from new jobs being created through 
increased economic activity (new jobs 
requiring new workers); there are also 
a significant number of job openings 
created by retirements (existing jobs 
requiring new workers). 


The number of retirements in the 
Canadian economy is expected to rise 
markedly over the next decade with 
the aging of the leading cohorts of 
the baby-boom generation. Openings 
from retirements will be across the 
full spectrum of industries and occu- 
pations, not just the areas of fastest 
growth. The annual retirement rate, 
calculated as the number of retire- 
ments divided by the level of (non- 
student) employment, is expected to 
rise steadily from 2.1 percent in 2005 
to 2.6 percent in 2015. 


Close to 3.8 million positions are pro- 
jected to be freed up by retirements 
over the next ten years — more than 
twice the number of jobs created as a 
result of increasing economic activity. 
In other words, about 70 percent of all 
job openings during that period will 
be to replace retired workers, up from 
an average of about 51 percent over 
the last ten years. 
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FIGURE 2 


New Labour Market Entrants: School Leavers and Immigratiion, 


1985-2015 
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SPRD, Labour Market and Skills Forecasting and Analysis Unit, 2006 Reference Scenario. 


Two thirds of all job openings over 
the period from 2006 to 2015 

are expected to be in occupations 
usually requiring post-secondary 
education or in management. 


Over the 2006-2015 period, about 
two thirds (65.9 percent) of all job 
openings — those due to new job 
creation plus those due to retirements 
— are expected to be in occupations 
usually requiring post-secondary 
education (university, college or 
apprenticeship training) or in 
management occupations (which 
often but not always require post- 
secondary education), up slightly from 
63 percent over the last ten years. 


The highest rate of expansion demand 
is expected to be in occupations that 
require a university degree (annual 
average rate of 1.6 percent), 

spurred by the continued shift to 

a knowledge-based economy and 

by increased pressures of population 


aging on the health care sector 

(e.g., engineers and engineering 
technicians, computer and informa- 
tion systems professionals, university 
professors, physicians and registered 
nurses). In contrast, the pace of 
employment growth in the lowest 
skilled occupations (requiring only 
on-the-job training) is projected to be 
much weaker (annual average rate of 
0.6 percent). 


Retirement pressures will be strongest 
in occupations where the typical age 
of retirement is lower and where a 
larger proportion of the workforce 

is approaching that age — as is the 
case for many occupations usually 
requiring post-secondary education. 
Occupations that will face strong 
retirement pressures include elemen- 
tary and secondary school teachers 
and registered nurses, as well as 
managers in public administration, 
health, education, social and com- 
munity services. 


The educational attainment of 
Canada’s labour force will continue 
to rise over the next 10 years, albeit 
at a slower pace than in the past. 


The labour force with a post- 
secondary education (college or 
university) is projected to continue 
to be the fastest-growing component 
of Canada’s overall labour supply. 
This reflects the fact that a higher 
proportion of young people have 
post-secondary education (over 66 
percent of the labour force aged 25 
to 29 in 2006) than the older workers 
who are leaving the labour force 
(about 56 percent of those aged 55 
to 64 in 2006). 


The number of labour force partici- 
pants who have a university degree 

is expected to rise at an average 
annual rate of 2.2 percent over the 
next 10 years, faster than for those 
with other levels of educational 
attainment. University degree holders 
would represent 24.4 percent of 

the labour force by 2015, up from 
21.8 percent in 2005 and 13.8 percent 
in 1990 (the number of labour force 
participants with a university degree 
rose 4.4 percent a year on average 
over the period 1990-2005, compared 
with 1.3 percent for the overall labour 
force). 


In contrast, the number of labour 
force participants who have less than 
a high school education is expected 
to decline at an annual average rate 
of 1.0 percent over the decade ahead. 
This group would represent 11.8 
percent of the labour force by 2015, 
down from 14.6 percent in 2005 and 
28 percent in 1990. Individuals with a 
high school or a college education are 
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expected to represent fairly constant 
shares of the labour force, at about 
30 and 34 percent, respectively. 


Although the educational attainment 
of the labour force will continue to 
advance, the rate at which it does 

so will slow down. The baby boomers 
were much more educated than 

their parents. The children of the 
baby boomers are also more educated 
than their parents, but by a narrower 
margin. 


School leavers will remain by far the 
main source of new labour supply in 
the Canadian economy. 


It is often claimed that immigration 
will account for all of Canada’s net 
labour force growth in the coming 
decades. Indeed, as noted above, 
immigration is expected to account 
for an increasing share of population 
and labour force growth over the 
decade ahead. However, the number 
of students coming out of Canada's 
education system, whether with an 
incomplete high school or a PhD, 
will remain the primary source of 
new supply for the Canadian labour 
market, representing approximately 
550,000 new labour market entrants 
each year over the next decade, more 
than in the 1980s and 1990s. The 
“school leavers” represent four fifths 
of the projected total new annual 
inflow into Canada’s labour supply. 


Labour supply will increase more 
rapidly in occupations usually 
requiring university education. 


Reflecting the projections for the 
number of labour force participants by 
educational attainment, the number 
of labour force participants is expected 
to increase the most rapidly in occu- 
pations usually requiring university 


education, advancing at an expected 
average annual rate of 1.6 percent. In 
contrast, the number of labour force 
participants in occupations usually 
requiring less than high school will 
increase the least rapidly, at only 

0.6 percent per year. 


Overall labour demand to grow 
broadly in line with labour supply. 


The projections show labour demand 
growing more or less in lockstep with 
labour supply over the next ten years. 
This is largely the consequence of the 
assumption that the Bank of Canada 
will be successful at keeping aggregate 
demand for goods and services 
broadly in line with Canada’s produc- 
tion capacity, in order to keep 
inflation within its target range. 


Demand and supply will also grow 
in line across broad skill levels. 


Labour market indicators suggest that 
for the most part labour supply has 
increased in line over the last twenty 
years with demand across most 
broad skill levels. Broad skill levels 
correspond to groupings of occupa- 
tions that usually require the same 
level of education (university, college, 
high school or on-the-job training). 
The growth in employment has 

been fastest in the most skilled 
occupational groups, those normally 
requiring university education, and 
least in those requiring the least skills. 
Yet, the evidence suggests that the 
strong rise in demand within high- 
skilled occupations over the last 
twenty years has been met by a rising 


supply of qualified workers in Canada. 


Unemployment rates for most broad 
skill levels, relative to the average of 
the other skill levels, have not shown 
any discernable trends since 1987 


while real wages by broad skill level 
have been fairly constant since 1997. 


Labour supply is projected to continue 
to grow broadly in line with labour 
demand across broad skill levels over 
the next ten years. 


However, several occupations are 
currently facing labour shortages 
while others have more supply 
than needed. 


When an economy is in overall 
labour market balance, there are 
always specific occupations facing 
shortage pressures while others have 
more supply than needed. This is 
because there is so much flux in 

an economy that no one, not the 
government, employers, workers or 
students, can predict with certainty 
where the job market will be several 
years from now. Nor can people 
change quickly: loggers do not 
become medical technologists and 
even chemical engineers do not 
become mechanical engineers 
without training. 


Numerous occupations are currently 
considered to be in a state of either 
excess demand or excess supply. 
The largest number of occupations 
showing signs of shortages at the 
national level is concentrated in 
management occupations and in 
the health sector. 


Pressures are particularly acute for 
physicians, nurses, pharmacists, 
medical technologists and technicians 
and assisting occupations in support 
of health services (such as nurse aides 
and dental assistants). Growth in 
demand for those occupations has 
been strong, due to rising needs 
associated with population aging, 
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increases in government funding for 
health care and a high number of 
retirements of existing workers. On 
the other hand, supply growth in 
many of these occupations has been 
relatively weak. 


Several management occupations 
(e.g., senior management, human 
resources managers), where workers 
are typically older, are also considered 
to be in shortage, largely due to high 
levels of retirement. 


Other occupational groupings cur- 
rently showing signs of shortages 
include: 


¢ occupations related to the oil and 
gas sector, mainly as a result of 
large investments in this sector; 


* some occupations in the trades, 
especially home builders and 
renovators, as a result of the strong 
growth over the last several years 
in residential construction and 
renovation activities; 


¢ some occupations in the 
information technology sector, 
such as computer engineers and 
software engineers, reflecting the 
sector’s recovery from the 2001 
meltdown while school enrolment 
in such fields is still lagging; and 


* some occupations in social science 
and government service, such as 
university teachers, as a result of 
retirements and new demand 
stimulated by increased govern- 
ment funding for post-secondary 
education. 


Occupations deemed to be currently 
in excess supply are mostly in low- 
skilled categories facing deteriorating 
labour demand conditions. For 


example, organizational restruc- 
turing, automation and advances in 
computer technology are reducing 
the demand for office equipment 
operators. Technological advances 
in navigation, communications and 
fish tracking, along with harvest 
quotas, result in slower employment 
growth for fishing vessel skippers 
and fishers. For machine operators 
in textile processing and industrial 
sewing machine operators, interna- 
tional competition is the main 
contributor to declining demand. 
Finally, the difficulties experienced 
in forestry, agriculture and electric 
and electronic equipment industries 
have had a negative impact on some 
occupations in those sectors. 


Most occupational shortages are 
expected to persist over the next 
ten years. 


Most of the occupations that are cur- 
rently facing shortage pressures at the 
national level are expected to remain 
in that situation over the next ten 
years, as the projections show more 
job openings than new job seekers in 
those occupations over that period. 
For instance, new health care needs 
due to population aging will con- 
tribute to increased demand for 
several health care occupations to 
levels markedly higher than can be 
met by projected supply. The expected 
excess demand in those occupations 
tends to result from factors that 
restrain supply growth, such as long 
training time (for example, up to 
seven years or more of university 
education for physicians) and the 
limited capacity of educational institu- 
tions to accommodate large increases 
in enrolments. Shortage pressures are 


also expected to continue for oil and 
gas well drillers, servicers, testers and 
related workers due to the large tar 
sands development projects in Alberta. 


However, a few occupations currently 
facing shortage pressures are expected 
to move towards a situation where 
labour demand and labour supply 

are more in balance. These include 
occupations in the residential 
construction and real estate sectors, 
due to an anticipated slowdown in 
residential investment after the recent, 
now-peaked, boom. 


Challenges to match supply and 
demand in specific occupations. 


The extent of the shortage in some 
occupations is quite large. A first 
source of supply could be the unem- 
ployed. However, for those occupa- 
tions facing a shortage situation, 
unemployment is already very low 
both relative to other occupations 
and relative to historic norms for 
those occupations. The second poten- 
tial source is new supply from school 
leavers and immigration. In some of 
the projected shortage occupations, 
very substantial increases in new 
supply, unlikely to materialize easily, 
would be needed to fully meet the 
projected demand. 


While matching can never be perfect 
due to the inherent uncertainties 

of job market prospects, it can be 
improved with better labour market 
information on expected future 
shortages and surpluses by occupation 
and greater responsiveness by the 
post-secondary education system to 
the evolving skill needs of the labour 
market. 
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ooking ahead 10 years, we 

will continue to see growing 

plurality in the way Canadians 
live. This article discusses not only 
our ethno-cultural diversity, but also 
diversity in our family formations 
and work arrangements. Together 
these factors affect the way people 
live in their homes, shape how they 
participate in society, and influence 
their expectations of family, work, 
community and the governments 
that represent them. 


Ethno-cultural Diversity 


Canada’s ethno-cultural composition 
has changed markedly in recent 
decades and is expected to continue 
to do so. Immigration to Canada is 
returning to historically high levels, 
with a considerable shift towards 
immigration from Asian and Middle 
Eastern countries since the 1970s (see 
Figure 1). Over the same period, the 
number of ethnicities identified in 
Canada has increased five-fold, with 
over 200 enumerated in the most 
recent Census.! 


FIGURE 1 
Shift in Source of Immigration 


Visibly we can see this growing 
diversity in the rising share of visible 
minorities,2 particularly in Toronto 
and Vancouver, where this population 
represented 37 percent in each city 

in 2001 and is expected to grow to 
approximately 51 percent and 49 
percent, respectively, by 2017.9 
Additional indications of increasing 
diversity are in the rising share of 

the Canadian population who are: 
immigrants; allophones (those whose 
mother tongue is neither English nor 
French); or observers of non-Christian 
religions (see Appendices).4 To seek a 
measure of how many are touched by 
some difference from the mainstream 
Canadian ethno-cultural experience, 
the PRI has estimated the population 
for whom at least one of the four 
above-mentioned characteristics is 
relevant. This selection represented 

at least 27 percent of the population 
in 2001, and is projected to rise to 
approximately 35 percent by 2017 
(see text box on p. 33).° 


This suggests that there is already 
a great deal of ethno-cultural 
diversity within the Canadian 
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Source: “The Changing Face of the Canadian Population”, presentation by Laurent Martel, 
Demography Division, Statistics Canada, on June 8, 2007. 
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Measuring “Ethno-cultural Diversity” 


The PRI measure of ethno-cultural 
diversity draws on PopSim, a demo- 
graphic micro-simulation projection 
model from the Demography 
Division at Statistics Canada. With 
a base population of long-form 
respondents to the 2001 Census, 
the model projects Canadians’ 
ethno-cultural and demographic 
characteristics to 2031. 


The count of the “diverse” popula- 
tion in 2001 includes Canadian 
residents with one or more of the fol- 
lowing attributes: immigrant status; 
visible minority status; allophone; 
or observer of a non-Christian 
religion. While these qualities seem 
reflective of “newcomers”, whom 
we might intuitively expect to be 


FIGURE 2 


younger than the general popula- 
tion, in fact the diversity traits 
were better represented among 
the oldest Canadians (see 2001 
results in Figure 2). This reflects 
the older age distribution of the 
immigrant population. The count 
in older populations accumulates 
migrants who arrived throughout 
many periods, including those 
from the previous immigration 
peak of 1911 to 1931. By contrast, 
the population under age 25 is 
under-represented by immigrants; 
the children of immigrants are 
often of the second-generation 
(Canadian-born). 


Because the PopSim model does not 
explicitly track for generation, our 


Ethno-cultural Diversity* by Age Group, 2001 and 2017 


Percent of age group who are “diverse” 


# 2001 
a 2017 


All ages 
2017 34.7% 
All ages 
2001 27.1% 


0-15 15-24 25-34 35-44 45-54 55-64 65-74 75-85 85-95 95+ 


*Refers to the population who are identified by at least one of the following: immigrant 
status, visible minority status, allophone, or member of a non-Christian religion. 


Source: PopSim, Demographics Division, Statistics Canada. 


estimate overlooks the second- 
generation Canadians who were 
unidentified by the diversity 
indicators. We cannot, that is, 
consider the Caucasian children of 
immigrants who are Anglophone/ 
Francophone with a Christian belief 
or no religion. This may not be a 
significant omission in terms of our 
concept of “diversity”. However, 

we might expect this population 

to have closer international ties 
with the country of their ancestry 
(than third-generation Canadians 
or subsequent generations), and the 
possibility of multiple citizenships. 
They may also vary in unobservable 
characteristics, such as values. The 
Ethnic Diversity Survey revealed 
that in 2002, 17 percent of the 
Canadian population aged 15 and 
over were second-generation Cana- 
dians, of whom the vast majority 
(82%) were of European or Euro- 
pean/Canadian ancestry.© Due 

to the under-inclusion of second 
generation Canadians in our 
measure, we consider it an under- 
estimate of Canada’s true ethno- 
cultural diversity. 


By 2017, the model projects a 
significant rise in “diversity” 
among the young population. 
This is in part due to new immi- 
gration, but mostly to the growing 
share of second-generation youth 
who are visible minorities. 


population. Other dimensions of predominance of Christian beliefs The new ethno-cultural diversity 
diversity include the rapidly growing generally in Canada; and the context will include a rapid rise in the 
Aboriginal population, discussed of a bilingual country, in itself a visible minority population, over 
further in the paper; the declining fundamental form of diversity. one-third of which is expected to be 
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FIGURE 3 
Ethno-cultural Diversity* in Canada's Cities, 2001 and 2017 
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*Refers to the population who are identified by at least one of the following: immigrant status, 
visible minority status, allophone, or member of a non-Christian religion. 


Source: PopSim, Demographics Division, Statistics Canada. 


FIGURE 4 
Growth in Aboriginal Populations 
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Source: “The Changing Face of the Canadian Population”, presentation by Laurent Martel, 
Demography Division, Statistics Canada, on June 8, 2007. 


it is generally well above the Canada- 
wide average, and this diversity will 
grow significantly by 2017. This is 
particularly so in larger urban centres, 
notably in Toronto and Vancouver, 
but increasingly in Ottawa and 
Windsor as well. 


Canadian-born.’ The PRI is examining 
the experience of second-generation 
Canadians,® including visible minori- 
ties, and will continue to explore 
other implications of growing 
ethno-cultural diversity in Canada. 


Examining our measure of ethno- 
cultural diversity across the country, 
Figure 3 illustrates that in the cities 


Greater international mobility will 
likely continue to affect the ethno- 


cultural context in Canada in several 
ways. Movements across further 
reaches around the world bring 
more distant cultural influences to 
Canada and increase Canadians’ 
interest further afield. Mobility also 
suggests a blurring of identities is on 
the horizon as a growing number of 
Canadians become multi-ethnic or 
multi-national. Dual and multiple 
citizenships (held by approximately 
2 percent of the population’) are 
options growing in favour among 
more recent immigrants,!° and are 
also possibilities for some children 
of immigrants and Canadian 
emigrants. These Canadians have 
rights in and responsibilities to more 
than one country. Multi-ethnicity 
also continues to rise, through growth 
in inter-ethnic unions.!! This, too, is 
a source of complex identity, since 
various combinations of religion, 
language and traditions may be 
chosen for the children of an inter- 
ethnic union. 


Aboriginal Peoples 


While our population is increasingly 
reflective of other nationalities, there 
is also above-average growth among 
the Aboriginal population (First 
Nations, Inuit and Métis). Higher 
Aboriginal fertility and increasing 
Aboriginal life expectancies suggest 
that annual growth of this populatior 
(1.8%) will more than double the 
Canadian average (0.7%) over the 
next ten years.!2 The representation 
the Aboriginal population would grov 
from 3.4 percent in 2001 to 4.1 per- 
cent in 2017, as illustrated in Figure 4 


The Aboriginal population is aging, 
but would remain considerably 
younger than the general population 
in 2017(see Figure 5). Between 2001 
and 2017, median ages in the 
Aboriginal population are expected 
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to rise: from 27.0 years to 31.9 years FIGURE 5 
among the Métis; from 24.0 years to Distribution of the Canadian and Aboriginal Population by 


26.6 years among the First Nations; Age Group, 2001 and 2017 
and from 20.9 years to 24.0 years NN 


among the Inuit. Over the same 
period, the median age of the total 14 
Canadian population would rise 12 
from 37.1 years to 41.3 years. 


Aboriginal 2001 
Em Aboriginal 2017 
== Canadian 2001 


: fe: ; = Canadian 2017 
The high Aboriginal representation ee 


in Manitoba, Saskatchewan, and the 
territories mean the implications of a 
very large, young Aboriginal popula- 
tion in 2017 will be most significant 
in these areas, particularly among 
the under-15 and 20-29 age groups. 
In Manitoba the proportion of chil- 


04 59 10:14 15-19 20-24 25-29 3034 + 39 40.44 15.19 0 54 5. 59 60-64 65: 69 10 74 a 19 20.84 En 


. dren 0-14 who are Aboriginal could fie 
increase from 24 percent in 2001 Source: Statistics Canada, Demography Division. 
to 31 percent in 2017, and in 
Saskatchewan from 26 percent to FIGURE 6 
37 percent. The proportion of young Number of Lifetime Union Formations by Birth Cohort 
adults aged 20 to 29 who are Aborigi- 
nal is also anticipated to grow 20 
enormously over this period, nearly 
doubling in Saskatchewan (from 15 
17 percent to 30 percent) and rising 
_ considerably in Manitoba (from A 
17 percent to 23 percent). | 
These trends suggest that, in 2017, 05 
regions with a high Aboriginal repre- 
sentation will likely be concerned 0.0 
with issues of education and transi- ow ow so we oo we oO ol 
tions to adulthood. These include 
_ matters related to high school 
| F Source: LifePaths, Statistics Canada. 
retention and access to post-secondary 
education, as well as labour market 
integration, health and housing. divorce, re-marriage, same-sex mar- the last five years, the number of 
riage, adoption and childless couples common-law couples grew by 18.9 
Diversity of Families and change, many families no longer percent, compared with only 3.5 
Households reflect the traditional nuclear family. percent growth among married 
We anticipate that families!3 and Couples, traditionally the basis of ae me ie zs Ro te : 
households! will continue to become family formation, are less stable, tent APS TE RO 
more diverse in 2017, based on trends as shown by the greater average A RD 
that have held for several decades and number of unions within a lifetime SR op MEN 
on others just emerging in recent (see Figure 6). Furthermore, couples Consequently, children are being 
years. As societal attitudes towards are increasingly common-law. In raised in a variety of family settings, 
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FIGURE 7 
Changing Family Types 
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still most often in a traditional nuclear 
family, but increasingly in other 
family forms: with a single parent, 
living between two homes with two 
single parents, with step-parents or 
blended families, with same-sex 
parents, with grandparents, etc. 

Some families are couples without 
children at all, or are empty-nest 
couples. Figure 7 illustrates the 
declining proportion of traditional 
families (married couple with children 
at home) and the offsetting growth 

in other family arrangements. 


Households are also growing more 
diverse as families comprise a smaller 
share of all living arrangements. 
Among younger Canadians, a growing 
share is remaining single, while 
across age groups, a growing share 

of Canadians lives alone (26.8 percent 
of households in 2006).16 In recent 
decades, the population under age 45 
has been less likely to establish a new 
household.!7 Notably, young adults 
from 25 to 34 years old are spending 
more years living with their parents, 
sometimes returning to their parents’ 
home with children of their own. 
Canadians over the age of 45, 
however, are now more likely to set 


EE RES Ms 


1996 


m Common-law couples 
without children at home 


29.1 
Married couples without 


children at home 


15.7 


m Lone parents 


m Common-law couples 
with children at home 


m Married couples with 
children at home 


2001 


up a new household, due to a rising 
number of divorces and separations 
among this age group, and also to 
longer life expectancies. For all age 
groups, the rates of family formation 
have been declining in recent years, 
with the exception of those aged 65 
and over, due to a growing tendency 
to form common-law relationships in 
the senior years.l8 


Based on these trends and Canada’s 
age structure, projections from the 
Vanier Institute suggest that house- 
holds will continue to diversify. 
Within families, the proportion 

that includes husbands and wives 

is expected to continue to decline. 
Most of the growth in families over 
the next decade will be among those 
with a family head over the age of 55: 
from 34 percent of families in 2005, 
such families are projected to repre- 
sent 47 percent of families by 2017.19 
As a smaller share of Canadians lives 
in families, households will be smaller 
on average. 


A few implications for diversity will 
emerge by 2017 according to these 
demographic projections. Achieving 
work-life balance will continue to be 
a concern for families with children, 


particularly among lone parents. At 
the same time, many households 
will be empty-nest ones or otherwise 
childless. Among those who are cur- 
rently young adults, delays in some of 
the traditional markers of adulthood 
suggest a postponing or compressing 
of subsequent life-cycle events for 
some. This is already being observed 
in the diversity in ages of mothers.20 
Finally, while divorce rates have 
stabilized in recent years, the 
economic and social effects of 

past divorces will continue to 

affect families. 


Diversity in Work 
Arrangements and the 
Labour Force 


Variety in work has arisen in recent 
decades through the growth of non- 
standard work arrangements. It is 
difficult to predict if these patterns 
will continue to 2017 given the sensi- 
tivity of employment to the economic 
cycle and the structural changes of 

a globalizing economy. On the other 
hand, the impact of an aging popula- 
tion on labour supply is clear and 
unavoidable. As the labour force 
shifts from a position of relative over- 
supply to relative under-supply, the 
bargaining power of workers may be 
increased. Some non-standard work 
arrangements, including those that 
were employer driven, may continue 
at the bidding of employees. The 
labour market of 2017 could be better 
for workers generally, resulting in 

a workplace that may also be more 
inclusive and accommodating of the 
needs of a diverse population. 


In order to remain adaptable to 

the demands of a competitive, 
increasingly global economy, 
employers have made work arrange- 
ments considerably more flexible in 


| 
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recent decades. Between 1989 and 
2002, full-time permanent jobs 
declined from 67 percent to 63 per- 
cent (from 71 percent to 66 percent 
for men and from 63 percent to 59 
percent for women).2! Alongside the 


traditional full-time employment 


offerings, a variety of non-standard 
work arrangements have grown in 
prominence, including part-time, 
shift work, self-employment and 
temporary contract work. The growth 
of some of these forms is shown in 
Figure 8. Canadians have adapted 

to these work arrangements and 
sometimes prefer them. Part-time 


work, notably, is largely voluntary 


(93 percent in 2006), for it meets 
the needs of students, caregivers, older 
workers and people with an illness 

or disability. In other circumstances, 
workers may prefer full-time work but 
resort to multiple non-standard jobs 
to earn a sufficient income or to retain 


the benefits only available through 


| 


| 


| 


| 


one of them. Some jobs take the form 


_ of telecommuting, while others 


require workers to spend more time 
away from home due to overtime, 
commuting time or work travel. 


The variety of available work arrange- 
ments means that individuals have 


considerable discretion about how 


much time and effort to put into work 


versus other obligations and activities. 
Some individuals work a standard 
| full-time job, while others work part- 


time or combine two jobs; yet others 
work occasionally or seasonally, and 


| some not at all. Families are able to 


combine resources in a variety of 


| ways, varying between one-, one-and- 
a-half- and two-earner households. 


Opposite hours shift work permits 
two parents to care alternately for 


| children, without the need for paid 


childcare. After decades of rising 
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FIGURE 8 


Fraction of Workers in Non-Standard Employment 
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labour market participation of 
women, the significant shift to a 
two-earner family model is expected 
to level off at roughly 70 percent of 
couples (see Figure 9).23 


Another source of diversity in work 

is the divide between jobs with 
decent pay, job security, pension, 
leave, flexibility, etc., and those with- 
out such benefits. Recent years have 
seen a widening dispersion of employ- 
ment incomes, such that only the 
very top earners have experienced 
gains while those at the bottom and 
middle of the spectrum have seen 
little improvement in earnings.24 
Non-standard work arrangements 
have been partly attributed to a rise in 
“bad jobs” with low pay, few benefits 
and limited upward career mobility.2° 
Furthermore, while non-standard 
work arrangements are seemingly 
more flexible for families, some 
research is suggesting that it may 

hurt them through financial stress 

or odd work schedules that constrain 
the time these families spend together 
as a whole.26 


Years 


As employers may wish to retain their 
baby-boom workers and older workers 
have typically indicated a preference 
for gradual retirement, it is anticipated 
that non-standard work arrangements 
are here to stay.2” The high voluntary 
part-time rates suggest a reduced work 
week may be a useful retention tool 
for others as well. A relatively smaller 
labour supply could improve the clout 
of workers such that non-standard 
workers may yet see some improve- 
ment in wages, benefits and security. 


The vacancies left by retiring baby 
boomers may improve employment 
prospects for populations that have 
long been disadvantaged in a crowded 
labour market, including young 
people, visible minorities, recent 
immigrants, people with disabilities 
and Aboriginal people. Some employ- 
ers are already improving efforts to 
draw workers from marginalized 
groups into their workplaces out of 

a concern that they cannot afford 

to overlook them.28 If this practice 
becomes more widespread, the work- 
place in 2017 may better represent 


a 
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FIGURE 9 


Rising Share of Two-Earner Couples Among the Married/ 
Common-law Population (Aged 25-55) 
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the full Canadian population than 
it does currently. 


As Figure 2 illustrated, growth in the 
ethno-culturally “diverse” population 
will increase markedly among the 
young and working age populations. 
This future revitalization of the work- 
ing age population may help offset 
the impending retirements. In 2017, 
when the general population will have 
only 75 young people old enough 

to enter work (at age 15-24) for every 
100 that are old enough to retire (at 
age 55-64), the “diverse” population 
will supply 108 young people for 
every 100 of retirement age. In 
Aboriginal populations, the labour 
force potential is much greater still 

as a surge of young Aboriginal people 
will enter adulthood over the next 

10 years. In 2017, there will be 
approximately 191 Aboriginal youth 
aged 15-24 for every 100 Aboriginal 
people aged 55-64.2? 


Diversity of Lifestyles 


The result of diverse ethno-cultural 
contexts, family arrangements and 
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work are the innumerable lifestyle 
possibilities available to Canadians. 
While this may mean that Canadians 
benefit from more choices than ever 
before, increasing diversity could also 
present three potential challenges in 
2017: inequality, electoral divide and 
a lack of social cohesion as Canadians 
may share less in common. 


As noted, income inequality has risen 
in recent years. This may be due to 
variations in economic opportunities 
across regions; some sectors and skill 
sets are also better rewarded than 
others. However, another possibility, 
discussed by John Myles,30 is that 
income inequality is no longer limited 
to differences in individual earnings 
(differences in personal talent, effort 
and luck), but is increasingly related 
to changing behaviours in families. 
Households with two earners can 
contribute more hours to work than 
one-earner households (whether 
couples or singles). Myles also refers 
to “marital education homogamy,” 
through which there is a growing 
correlation of educational attainment 


among spouses, allowing a highly 
educated individuals to seemingly 
double the advantage of a better 
income while lowering the risk of 
unemployment. These arguments 
point to differences in the quality 
and quantity of human capital avail- 
able in a household. 


Extending that thought, we might 
expect the availability of other assets 
to have a bearing on a household’s 
economic foothold and general 
well-being. These assets include social 
capital, ethnic capital and wealth, 
among others. Differences in these 
resources could imply different 
futures. For instance, the needs of a 
recent immigrant, fluent in French 
and with some accumulated wealth 
but unemployed, with limited con- 
tacts and an unrecognized foreign 
qualification, are quite different from 
those of a debt-ridden, Canadian-born 
university graduate with only a part- 
time job but with good contacts for 
her first career job. Different again are 
the needs of a lone parent who is a 
homeowner with a well-paying job 
but severe time stress.3! The personal 
life decisions behind these circum- 
stances impact economic and general 
well-being. It is not clear what role, if 
any, exists for social policy to protect 
Canadians from any negative out- 
comes that may result. Furthermore, 
the consequences of these differences 
may not be limited to income 
inequality, but could also impact 
access to housing, education, trans- 
portation, health, safety, etc. 


A second consequence of these 
diversities is an electoral divide 
that could widen through spatial 
polarities in the population. 
Urban/rural is one such divide, 
while differences across provinces 
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are another. Urban areas, comprising 
80 percent of the population, are 
younger, more ethno-culturally 
diverse and growing, in contrast 

to rural populations that are stable, 
if not in decline, older and less 
diverse.32 Across provinces, demo- 
graphic pockets could magnify 
differences in priorities: population 
aging will be most pressing in the 
older Atlantic provinces; Aboriginal 
youth issues will be of most interest 
in the territories, Saskatchewan and 
Manitoba; immigration issues may 
predominate in Ontario and British 
Columbia; in Quebec, the preservation 


_of French-Canadian society may 


continue to be a major concern; 
and Alberta could face greater labour 
shortages still. 


_A third implication of heterogeneous 


lifestyles is the possible fragmentation 
of Canadian society in values and 
meeting place. The many combina- 
tions and permutations of values 
create grounds for negotiation when 


| expectations differ. For instance, the 
_ expected roles of family members in 
balancing paid work, care, learning 


and leisure — relatively clear in a tradi- 
tional family breadwinner model, 


| perhaps -— are less so as the variations 


of ethnicity, family formation and 
work are intersected. 


Finally, heterogeneous lifestyles raise 
an issue of where Canadians will 
meet, such that they remain able 

to share values and build solidarity. 
While fragmented by our many life 
situations, new communications 
technologies are reinforcing our 
connections with others who share 
the same interests, regardless of 
geography, through cultural groups, 
health-related societies, political or 
leisure interest groups, etc. If your 


neighbours cannot relate to your 
child’s unusual ailment, an Internet 
search may lead you to someone 
who has had the same experience. 
Traditional media also respond to 
segmented markets with particular 
interests and can be places to share 
similar perspectives. In the future, 
finding connections among people 
who are unlike each other (such as 
yourself, your childless neighbours 
and the nightshift neighbour you 
seldom see) could be a greater 
challenge. 


The “diversity of diversities” in the 
Canadian population, presented in 
overview here, is a topic that will 
resurface in our Population 2017 
project. 


Notes 


1 2001 Census, Ethnic Origin User Guide. 
<http://www.census2006.ca/english/ 
census01/Products/Reference/tech_rep/ 
ethnic.cfm>. 


2 The Employment Equity Act defines 
visible minorities as “persons, other 
than Aboriginal peoples, who are 
non-Caucasian in race or non-white 
in colour.” 


3 “The Changing Face of the Canadian 
Population”, presentation by Laurent 
Martel, Demography Division, Statistics 
Canada, on June 8, 2007. 
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population (not shown graphically), has 
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percent in 2001. By 2017 it is projected 
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1911-1931. (Source: “The Changing Face 
of the Canadian Population”, Presenta- 
tion by Laurent Martel, Demography 
Division, Statistics Canada on June 8, 
2007). 
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Martel and René Gelinas of the Demog- 
raphy Division at Statistics Canada for 
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through the PopSim model. 
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<http://www.statcan.ca/Daily/ 
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7 Belanger, A. et al., Population projections 
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citizenships. <http://cnews.canoe.ca/ 
CNEWS/Canada/2007/08/01/ 
4386003-cp.html>. 


In 2001, 14 percent of the 1986-1995 
immigrant cohort had dual citizenship, 
compared to 10 percent among immi- 
grants who arrived prior to 1986. 
<http://www.cic.gc.ca/english/resources/ 
research/census 2001/canada/parta.asp>. 
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12 Inter-ethnic unions represented 3.2 per- 
cent of all unions in 2001, a rise of 35 
percent from the number in 1991. Milan, 
Ann and Brian Hamm, “Ethnic Unions” 
in Canadian Social Trends, Statistics 
Canada, 2004. <http://www.statcan.ca/ 
english/studies/11-008/feature/ 
11-008-XIE20040016882.pdf>. 


13 With the exception of Figure 7, all 
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this section are found in Michalowski, 
Margaret et al., Projections of the 
Aboriginal Populations, Canada, Provinces 
and Territories: 2001 to 2017, Ottawa: 
Statistics Canada, 2005. 
<http://www.statcan.ca/english/freepub/ 
91-547-XIE/91-547-XIE2005001.pdf>. 


14 Family is defined as a married or com- 
mon-law couple, with or without chil- 
dren living at home, as well as lone 
parents with children living at home. 


15 Households include families as well as 
unattached individuals living on their 
own or with other people to whom they 
are not related. 


16 Ibid. 
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ment of income inequality, most seem 
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holds in the income distribution have 
experienced income gains. (See Armine 
Yalnizyan, The Rich and the Rest of Us; 
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and “High-income Canadians” in Per- 
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no. 9, 75-001-XWE). 
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26 LaPierre-Adamcyk, Evelyn, et al.,“A 
Balancing Act: Parents’ Work Arrange- 
ments and Family Time,” Chapter 3 in 
K. McQuillan and Z.R. Ravanera (eds), 
Canada’s Changing Families: Implications 
for Individuals and Society, University of 


Toronto Press, 2006. 


27 Among older workers who retired 
between 1992 and 2002, 28 percent said 
they would have continued working had 
they been offered a part-time position, 
while 27 percent would have continued 
if they could work reduced hours with- 
out affecting their pensions. (Source: 
René Morisette et al., “Retaining Older 
Workers” in Perspectives on Labour and 
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Canadian Organizations, Conference 
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Michalowski, Margaret et al. 


Based on John Myles’ “Precarious Fami- 
lies and Income Inequality,” presented 
at the Second Annual Symposium of 
the Population, Work and Family Policy 
Research Collaboration, December 7-8, 
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This line of thought is indebted to 
Amartya Sen’s Capability Approach, 
which defines a person’s well-being as 

a function of their effective liberties, for 
example, the freedom to have a social 
life, to live in a safe neighbourhood, to 
obtain an education or to work part-time 
if that is one’s preference. 


“The Changing Face of the Canadian 
Population”, presentation by Laurent 
Martel, Demography Division, Statistics 
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APPENDIX 1 
Growth in Canadian Population Who Are Visible Minorities 
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APPENDIX 2 
Growth in the Immigrant Population Whose Mother Tongue is 
Neither English Nor French 
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e term “second-generation 
Canadians” refers to Cana- 
dian citizens who have 

immigrant parents. Traditional 
assessments regarding second- 
generation Canadians have been 
based on the assumption that they 
are of European descent. But, as 
sources of immigration shift from 
European to non-European countries, 
future second-generation Canadians 
will be increasingly the children 

of visible minority immigrants. 
According to the Ethnic Diversity 
Survey, almost one in two (46%) of 
first generation Canadians aged 15+ 
reported non-European origins. ! 
With visible minorities dominating 
the ranks of the country’s second- 
generation youth, this brings to the 
fore new questions on broader con- 
ceptions of social integration that are 
less focused on transitions and more 
focused on personal characteristics 
and experiences. How does today’s 
second generation differ from the 
traditional composition? Do pathways 
to integration differ by ethnicity and 
culture? How will the new second 
generation fare and what are the 
implications for policy? To explore 
the research and policy implications 
of these issues, the PRI held a seminar 
on August 23, 2007. 


The Task: Examining Reefs in 
the Depths of the Ocean 


According to a framework developed 
by Stuart Sykes of the PRI, integration 
patterns and outcomes largely depend 
on interactions between social 
influences, which affect personal 
attitudes, and societal characteristics, 
which affect the reception of second- 
generation Canadians into broader 


society. This model is based on two 
forms of external stimuli, best under- 
stood by using an ocean analogy. 

At the highest level there is an 
“ocean” of structural influences that 
are a product of a country’s history 
and current events. Closer to the 
individual is the “social milieu,” 

best described as the “reefs” in the 
ocean on which individuals live and 
experience their lives. Consisting of 
communities, schools, families, peers, 
cultural norms, expectations (.e., 
“ethnic capital”), and other factors 
which define one’s daily life and 
experiences, this envelope of networks 
plays an important role in how an 
individual acculturates. 


International Reefs 


Psychologists and sociologists have 
written about how different factors 
influence the acculturation of the 
individual. Based on these studies, 
Sykes’ framework serves to structure 
and analyze research to date and 
identify research gaps. From this per- 
spective, each of the four invited pre- 
senters focused on different aspects of 
this framework. Professors Min Zhou 
(University of California, Los Angeles) 
and Lucinda Platt (University of Essex) 
focused on the reef. Both Platt and 
Zhou found that education is a central 
component of assisting the second 
generation in achieving greater social 
mobility. In the UK context, Platt’s 
research found that class background 
plays a significant role in affecting 
class destination among the second 
generation; however, education can 
greatly improve upward mobility. 
Nevertheless, in demonstrating the 
role of ethnic capital it was found that 
Pakistanis and Bangladeshis did not 
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fit the general pattern. Professor Platt 
posited that this discrepancy may 
have more to do with religious back- 
ground than with ethnicity but felt 
that further research was necessary. 


The social milieu in general and 
ethnic capital in particular also figured 
prominently in a similar study in the 
United States carried out by Professor 
Zhou. The success of many second- 
generation visible minorities in Los 
Angeles depended on citizenship 
status, middle class culture capital, 
familial expectations, and the amount 
of cultural memory that is retained 

by the second-generation American. 
Intriguingly, it was found that these 
factors can interact to define how 
“success” can be looked at differently 
depending on cultural expectations: 
second-generation Americans of 
Chinese descent earning $160,000 per 
year did not deem themselves success- 
ful, yet second-generation Americans 
of Mexican descent who finished high 
school felt successful. The potential 
effects of these attitudes on socio- 
economic success and integration are 
critical but remain difficult to estimate. 


The Domestic Ocean and 
the Individual Identity 


Turning to the Canadian perspective, 
Keith Neuman of Environics and Jack 
Jedwab of the Association for Cana- 
dian Studies looked at the broader 
societal contextual factors, or ocean 
within which second-generation 
Canadians find themselves. Both 
presenters expressed the importance 
of recognizing the “diversity within 
our diversity” noting that just 
because a visible minority may share 
a religious belief does not mean they 


share the same culture. Identity is not 
a monolith; it is much more complex. 


Misperceptions were clearly identified 
in the Environics survey results 
entitled “Muslims and Multicultural- 
ism in Canada.” The first survey of 
its kind in Canada, the conclusions 
demonstrated that Canadian Muslims 
have similar sentiments to other 
Canadians on a plethora of issues. 
The exception was that while 55 per- 
cent of Muslims wanted to adopt 
Canadian customs, the broader 
Canadian population felt that 
Muslims wished to remain distinct. 


The research findings of Jack Jedwab 
took issue with the commonly held 
hypothesis that one’s ethnocultural 
heritage can undercut the sense of 
“Canadianess” or attachment to 
Canada that one might feel. Over- 
whelmingly, the results of the research 
demonstrated that feelings of Canadi- 
aness are directly linked with whether 
one had a strong personal identity. For 
example, those with a strong identity 
registered a high sense of belonging 
to Canada as well as to their ethnicity 
and religion. Thus, those with a 
defined sense of self chose to identify 
as they wished, as opposed to others 
who had placed little or no impor- 
tance on their source of identity. 


Conclusions 


The second generation of tomorrow 
are the youth of today. Increasingly 
composed of visible minorities, this 
shift brings new questions of personal 
identity to the fore where geopolitical 
developments and religious beliefs can 
profoundly affect one’s sense of self, 
belonging and worldview. The chal- 
lenge for Canada rests in targeting 


policy development, which has a posi- 
tive impact at both the societal con- 
text ocean and the social milieu reef 
in which second-generation citizens 
find themselves. It is a complex chal- 
lenge which requires balancing the 
new needs of the second generation 
while combatting the misconceptions 
of the broader Canadian society. 


Note 


1 See the article on the Statistics Canada 
Ethnic Diversity Survey in The Daily of 
September 29, 2003. 
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in a country blessed with the sec- 

ond largest land area in the world 
— 922 million hectares, second only to 
the Russian Federation’s 1.69 billion 
hectares — and a population of just 33 
million, about the same as Morocco 
or Algeria. Welcome to Canada, the 
eighth most thinly populated country 
on the planet — and thus rather 
surprisingly positioned to consider 
exploring the connection between 
its population dynamics and its 
environmental problems. 


| fee worrying about population 


With all this open space — almost 
28 hectares for each Canadian — 
what is there to worry about? 
Canada’s population could grow at 
its current annual pace until 2229 
before it would see the population 
density the United States has today. 
It could grow until 2465 before its 
population density would reach the 
current density in India. 


Such comparisons demonstrate the 
power of exponential growth. For 
example, at its current population 
growth rate, by 2465, Canada would 
have nearly 3.2 billion people, equal 
to almost half of the population of 
the world today. This brings into focus 
why, despite being thinly populated, 
Canada needs to consider the 
question now. 


However, Canadians may assume 

that population growth rate will fall 
in coming decades, so we don’t have 
to worry about it. But what would 
happen over the next few decades 

to bring that about: A decrease in the 
birthrate? Well maybe, however, at 1.6 
children per woman, Canada already 
has “below-replacement” fertility. This 
is similar to the birth rate of nations 


in Europe and Asia where experts and 
governments worry about future pop- 
ulation decline. 


Or perhaps the population growth 
will slow due to a reduction in immi- 
gration. However, Canada is one of 
the most desired destinations for 
international migrants and has a well- 
regarded immigration process. Higher 
death rates are not an option either, 
and boosting emigration rates does 
not sound very attractive or feasible. 


The link between population and the 
environment often raises provocative 
changes such as: Would greater popu- 
lation densities be desirable, or should 
Canada consider a demographic “end 
point” at which density remains low? 
To what extent would Canadians 
tolerate the environmental problems 
faced by more crowded countries? 
Maybe Canada’s opportunity to avoid 
some of these problems is a good rea- 
son to ponder the country’s demo- 
graphic — environmental relationship 
- and the future of that relationship. 


Even with a low density, however, 
Canada’s population is already having 
significant effects on its domestic 
natural resource base and environ- 
ment. Consider what is reasonably 
well accepted about the complex 
relationship between population 
and the environment in the world 
as a whole. And consider, to the 
extent we can, some of the impli- 
cations for policy. These are among 
the reasons the linkage has proved 
difficult to study. 


Despite its low fertility rate, Canada’s 
population is growing. United Nations 
demographers project that the popu- 
lation will fall slightly in the second 
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half of this century, from higher levels 
than today. But they then project that 
Canadian population growth will 
regain its momentum and continue 
expand, surpassing 40 million people 
in the 22nd century (see Figure 1). 
Canadian policy-makers, however, are 
probably more concerned about other 
population dynamics in the country — 
especially the aging of the population, 
but also population distribution and 
migration trends. 


A Well-Accepted, but Rarely 
Studied, Connection 


Most of the past and current debate 
on the population and environment 
connection has been based on philo- 
sophical convictions on the nature 

of humanity, or even the nature of 
nature, rather than on scientific data. 
Despite the fame of 18th century 
English economist T. Robert Malthus, 
no rigorous scientific theory has been 
developed in the area. Understanding 
the interaction between people and 
nature requires the involvement of 
multiple scientific disciplines. Yet 
demographers rarely interact profes- 
sionally with ecologists or atmos- 
pheric physicists or hydrologists 

or even economists and political 
scientists. The study of population 
and the environment, moreover, 

has historically not been kind to 
academic careers. And, even if popula- 
tion matters, should we do anything 
about it? Few scientists or other 
academic experts rush to immerse 
themselves in questions related to 
access to birth control, abortion, the 
status of women in society, or how 
much immigration countries should 
allow. While these are topics that arise 
naturally when pondering whether 


population dynamics are open to the 
influence of strategic policies, they 
can be controversial. 


Nonetheless, there is no serious scien- 
tific opposition to the theory that 
human numbers matter powerfully to 
key environmental trends, especially 
over the last 60 years — and vice 
versa. Human development requires 
the healthy functioning of natural 
systems and ecosystem interactions. 
Among these are climate, the water 
cycle, pest control, pollination, and 
soil formation. Healthy mountain 
forests can hold soil and prevent 

the kind of landslides that, with 
increasing frequency, have been 
taking hundreds of lives in the 
Philippines and Central America. 
Healthy wetlands protect coastal 
residents from storms and flooding. 
Ongoing population growth can put 
these systems and interactions at risk. 
Recent scientific reports considering 
the state of the world’s environment 
have outlined this in broad strokes. 


FIGURE 1 


“Over the past 50 years, humans have 
changed... ecosystems more rapidly 
and extensively than in any compara- 
ble period of time in human history, 
largely to meet rapidly growing 
demands for food, fresh water, timber, 
fibre, and fuel,” wrote the authors of 
a global environmental assessment 
associated with the United Nation’s 
Millennium Development Goals 
(MDGs). 


Every aspect of this degradation 
relates in complex but discernible 
ways to the scale of human presence 
on the earth, based on both density 
on the landscape and the magnitude 
of individual consumption and 

waste production. Population 
dynamics never act alone in causing 
environmental deterioration and thus 
threatening human development. 

The most direct and immediate 

causes stem from the failure of human 
institutions to respond adequately to 
increased demand on natural systems 
as population grows and development 
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proceeds. The problems are far more 
than institutional, however, because 
the scale of human stimulus matters 
critically to the timing and magnitude 
of environmental response. The risk 
in the 215t century and beyond is 
that many human populations are 
reaching or have passed key tipping 
points at which environmental trends 
critically undermine human well- 
being. Opportunities that result in 
slower rates of population growth — 
and eventually population stabiliza- 
tion and possibly gradual decline - 
cannot eliminate this risk. But they 
can reduce it, especially as we 
contemplate the more distant future. 
It may be useful to consider several 
specific interactions between people 
and the natural resources on which 
they rely. 


Land and Agriculture 


More than 40 percent of the earth’s 
land has been transformed to serve 
human ends. More than a quarter is 
in pasture, and 12 percent is devoted 
to crops. While there remains some 
potential to expand land in food 
production, agricultural experts expect 
most added food production will need 
to come from improved yields on land 
already cultivated. This yield improve- 
ment will need to allow for: 


1) increases in population; 
2) decreases in malnutrition; 


3) increases in meat consumption as 
affluence grows; 


4) increases in biological fuel produc- 
tion as energy demand rises in a 
carbon- and petroleum-constrained 
world; and, perhaps hardest of all, 


5) maintenance of the soil and water 
resource base forever. 


Water scarcity, soil erosion and 
mining, and increases in energy prices 
all threaten the long-term affordability 
of food and could pit the poor against 
wealthier consumers in a losing com- 
petition in the global food trade. 


Already, many countries with high 
levels of poverty, poor government 
and rapid rates of population growth 
are experiencing declines in per capita 
food production. A critical problem 
in such high-fertility countries as 
Ethiopia, Malawi, Rwanda and 
Burundi is the ongoing subdivision 
of subsistence farm plots, to the point 
that many can no longer support 
families of five or six people. Soil 
exhaustion and erosion and over- 
grazing by livestock are exacerbated 
as human demands on limited 

arable land continue to grow with 
population. 


Fresh Water 


More than half of the easily accessible 
water flowing through the world’s 
hydrologic cycle is withdrawn for 
human uses. This proportion cannot 
grow significantly without consider- 
able threat to aquatic ecosystems. 
Ground water supplies are falling 

in large parts of Asia and some areas 
of the United States. There is little 
indication these supplies could be 
easily replenished while population 
grows, without radical new efficiencies 
of end use. Using hydrological defini- 
tions of water stress and scarcity 
based on the natural annual supply 
of renewable fresh water available to 
each person in a nation’s population, 
Population Action International 
estimates that 745 million people 
live in countries facing water stress 
or scarcity. The growth rate of world 


population is slowing, but the growth 
rate of the population of the water- 
short is now exponential: in less than 
two decades, between 2.75 billion and 
3.25 billion people are projected to 
inhabit water-stressed and water-scarce 
countries, depending on the rate of 
overall population growth. 


These figures relate only to the water 
made available by the natural water 
cycle of falling rain and snow. Much 
less of this renewable fresh water can 
actually be accessed by human beings, 
and much of that is unsafe to drink 
due to the commingling of wastewater 
and water supply in densely populated 
parts of developing countries. For 
decades the number of people who 
lack access to safe drinking water and 
basic sanitation has been discourag- 
ingly constant, with 1.1 billion people 
currently lacking the first and 2.6 bil- 
lion the second. Every day on average, 
5,000 children die from diseases 
related to unsafe water and lack of 
sanitation. Billions of dollars have 
been spent to improve water treat- 
ment and delivery infrastructure, but 
the spending has never been sufficient 
to keep ahead of global population 
growth. 


Fisheries 


For most of history, fish have offered 
an inexpensive source of complete 
protein, but the growth of human 
demand is now beginning to price 
fish above what the poor can afford. 
In the 1980s, humanity’s appetite 
for fish crossed an unforeseen natural 
threshold when the global marine 
catch peaked at 90 million metric 
tons, a limit it has never exceeded 
since by more than 2 or 3 million 
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tons. Although cultivated fish produc- 
tion rises each year, it faces its own 
environmental constraints and may 
not be sustainable for long-term 
replacement of wild-caught fish as 
human populations grow. 


Artesanal fisheries have provided 

an alternative livelihood for some 
farmers in developing countries who 
were displaced from their land when 
average farm holdings grew smaller 
with increased population. Unfortu- 
nately, this alternative, too, may not 
be sustainable. While there are nearly 
three times as many fishers today as 
in 1970, their average catch today is 
only about two thirds what it was 
then, and the trend of “more fishers 
catching fewer fish” remains a consis- 
tent trend in the opening years of 
the 215t century. 


Energy Consumption and 
Climate 


The petroleum price increases the 
world has experienced in the past year 
stem from increases in global demand 
that are overwhelming the industry 
capacity. Consumers in China, India, 
and other developing countries still 
use vastly less energy per capita 

than do North Americans and 

even Europeans and Japanese. These 
countries have every right to hope 
and expect that their people will 
eventually consume natural resources 
at the same levels enjoyed by people 
in the industrialized world. The key 
questions are: What will those levels 
be? And, for how many people? 


The current turmoil in energy prices is 
simply one manifestation of the fact 
that the world’s wealthy populations 
are consuming natural resources in 


ways that are not globally sustainable. 
Thus, there is little ecological space 
for poorer populations to catch up. 
The contribution to human-induced 
climate change of the 1.2 billion 
people living in wealthy countries 
puts at risk the livelihood and well- 
being of 5.3 billion people living in 
developing countries. Efforts to reduce 


affected could rise to as many as 
3.4 billion under the highest popula- 
tion projection. 


As forests retreat, women must walk 
farther for fuelwood, prices for pulp 
and paper (still the currency of educa- 
tion in most low-income countries) 
rise, and land once held fast by roots 
and covered in vegetation becomes 


Human development requires the healthy functioning of natural 
systems and ecosystem interactions... Ongoing population growth 
can put these systems and interactions at risk. 


per capita consumption among the 
wealthy and to work toward an end of 
population growth in both developed 
and developing countries all contri- 
bute to sustainability. Europeans’ 
“ecological footprint,” although 
lighter than that of North Americans, 
nonetheless significantly exceeds 
what the continent’s land can supply. 
A return toward environmental 
sustainability is thus one benefit 

of the gradual decline in population 
Europe is beginning to experience. 


Forests 


The world’s forests have mostly 
retreated as civilizations have evolved, 
often undermining the cultures and 
civilizations that cut down the trees. 
Today, only half the world’s original 
forests still stand, and only one fifth 
of that is relatively free of human 
activity and influence. In 2005, 

more than 2.2 billion people lived 

in 46 countries — Haiti, Ethiopia and 
El Salvador among them — with less 
than 0.1 hectare of forested land per 
capita, an indicator of critically low 
levels of forest cover. Based on current 
trends in population and deforesta- 
tion, by 2025 the number of people 


more vulnerable to erosion and deadly 
landslides. The link between popula- 
tion growth and forests increasingly 
contributes to localized natural disas- 
ters, such as deadly landslides in the 
Philippines and Central America. 


Coastal Ecosystems 


About 37 percent of world population 
lives within 100 kilometres of a sea 
coast. About half of the world’s prehis- 
toric wetlands and mangrove forests 
have been lost as a result of this 
growing coastal settlement. Apart 
from the direct biological loss of these 
resources, there has been a significant 
impact on coastal fisheries, and it 
played a role in the lives lost in the 
2004 Indian Ocean tsunami. Global 
natural population increase and 
coastal migration are combining to 
increase degradation and vulnerability 
to disaster. 


Biological Diversity 


About 20 percent of the world’s 
human population lives in the 12 
percent of the world’s land most rich 
in threatened biological diversity. 
Population growth rates in these areas 
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are significantly higher than in the 
world as a whole. In tropical wilder- 
ness areas that hold the last havens of 
biodiversity comparable to pre-human 
times, population density is relatively 
low but growth rates are more than 
twice the global average. The subdivi- 


Set against these worrisome trends 

is a positive one that relates to every 
aspect of human scale: Population 
growth is slowing, with a real 
possibility of a global peak later in 
this century. Despite some worries of 
population aging in some countries 


We are at last accepting that humanity is altering global climate in 
ways likely to undermine future development and well-being. 


sion of forests, wetlands and other 
natural ecosystems into progressively 
smaller and more isolated parcels of 
wild land — in combination with 
direct harvesting, pollution, climate 
change and the introduction of non- 
native species — constitutes a direct 
human threat on the rest of life 

on this planet. A diversity of living 
things is no luxury; the poor in par- 
ticular have long relied on nature for 
dietary variety, natural medicines, 
and livelihoods. 


Intangibles and Global 
Prospects 


These natural systems only begin 

to illustrate the impacts of human 
demands and pressures. We are at 
last accepting that humanity is 
altering global climate in ways likely 
to undermine future development 
and well-being. For example, we are 
only beginning to understand the 
relationship between humanity’s 
unprecedented size and mobility 

and pandemic disease — notably 

with HIV/AIDS and the potential 

of avian influenza. Environmental 
and epidemiological evidence suggests 
that it is an entire global system of 
humanity interacting with the rest of 
the planet, and particularly the scale 
of that system, that is hazardous. 
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(inevitable when death rates and birth 
rates both fall), the world’s population 
is still growing rapidly. Incredibly, the 
average human family is little more 
than half the size it was in the early 
1960s. Nonetheless, in much of the 
world the demographic transition — 
the shift from large families and short 
lives to small families and long lives — 
is far from complete, and the demo- 
graphic momentum of past growth 
and young age structures keeps popu- 
lation growing on its own. This 
growth will not end on its own. It will 
only end when governments prioritize 
access to family planning and related 
health services, and when there have 
been improvements in women’s legal 
and social capacity to manage their 
own lives, fortunes and childbearing. 


A Unique Opportunity: 
The Case of Canada 


All of this brings us back to the 
opening question: Why study the 
relationship between population and 
environment in a country as wealthy, 
as resource-rich, and as uncrowded as 
Canada? Several reasons: Population- 
environment linkages in Canada are 
real and important, as they are all in 
all societies, and may be easier to 
study in Canada than elsewhere. As 


a wealthy industrial nation, Canada 
possesses, or can locate, data that are 
comparatively rich, recent and accu- 
rate about its domestic demographic 
and environmental realities. More 
importantly, the country is far from 
any obvious demographic or environ- 
mental crisis point. Therefore, it is in 
an ideal position to begin the con- 
struction of a baseline data portrait 
of its people, their numbers, their 
behaviour, and the state of the 
national natural resource base and 
other natural assets. When the need 
for such a baseline becomes obvious, 
it may be too late to produce one 
that does not reflect the significant 
changes likely to occur during this 
century. Canada could provide a 
model for other countries, indus- 
trialized and developing, to analyze 
their own demographic and envi- 
ronmental realities. Such a portrait 
could offer data and analysis to which 
future policy-makers, analysts, and 
scientists will be able to refer in the 
coming decades. No industrialized 
nation’s government has under- 
taken a serious assessment of its 
demographic-environmental interac- 
tions. Canada could produce the first 
and set the tone for those to come 
from governments of industrialized 
and developing countries alike. 


With the evolution of governmental 
concerns about human-induced 
climate change and the recent release 
of the Third Assessment of the Inter- 
governmental Panel on Climate 
Change, this may be the right time 
for a country with a modest popula- 
tion and a reputation for progressive 
politics and internationally respon- 
sible behaviour to take on the 
challenging (and potentially 
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controversial) task of assessing 
its population and the impacts 
of population dynamics on the 


_ domestic environment. 


| Methods, Approaches, and 
| Issue Areas 


_ Canada is generally ranked among 


the more environmentally healthy 
and sustainable countries of the 
world. In The Well-being of Nations, 
sustainable development consultant 
Robert Prescott-Allen ranked Canada 
not far behind leaders Sweden, 


_ Finland, Norway, Iceland, and 
_ Austria on indices of human well- 
_ being and environmental sustain- 


l 


Se 


: 


| 
| 
| 


| 
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ability. But Prescott-Allen found that 
“no country is sustainable or even 
close to sustainability.” And this is 
one key to thinking about Canada’s 
linked demographic and environ- 


| mental conditions. 


A simple first step in assessing popula- 


| tion-environment relationships, is to 


consider how much of a country’s key 
natural resource base is available on 
average to each member of its popula- 
tion. This is not an analysis of actual 
access but a job of straight long 
division: the country’s total resource 
asset divided by its population. The 
objective is to understand how this 
“per capita resource availability” ratio 
is changing over time with population 
increase and, in some cases, depletion 
of the resource base. 


Canada is blessed with abundant 
amounts of renewable fresh water, 


| arable land, forests, and inland 
| fisheries. It is hard to imagine that its 


population could grow enough in the 
foreseeable future for the country to 
have scarcities of these critical natural 


resources on a per Capita basis. Even 
for these resources, however, there 
already are local and regional prob- 
lems, and these will grow worse as 
local populations grow. Examining 
trends in water quality by geographic 
area, for example, might indicate 
demographic correlations. Canada is 
clearly food self-sufficient and blessed 
with plentiful farmland, but what are 
the trends in soil quality or pollution 
levels related to agricultural produc- 
tion, and how do these relate to 
demographic trends? It may not 

be easy to separate the impact of 
domestic population from that of 
the population of neighbouring 
countries or the world as a whole. 
United States demand for timber 
products and, potentially, Canada’s 
vast water resources obviously enters 
this picture, but it may be possible to 
separate out these impacts and focus 
particularly on domestic demands for 
timber and water. 


In other environmental areas, there 
may be more obvious demographic 
issues to worry about. Canadians, 
only slightly less than their immediate 
neighbors to the south, are among 
the world’s most voracious consumers 
of energy on a per capita basis. This 
energy is heavily carbon-based. 

Even if Canada were to succeed 

in achieving its Kyoto Protocol 
commitments and returned to its 
1990 national emission levels for 
carbon dioxide, it would merely be 
returning to per capita CO, emission 
levels that are quite high by global 
standards. Hence the one percent 
annual population growth that 
Canada experiences adds significantly 
to the global burden of greenhouse 
gas emissions. 


Prescott-Allen also rated Canada as 
average or worse in its protection of 
wild plant and animal species and 

its proportion of protected land. If 
other analyses confirm this judgment, 
it would be interesting to consider 
whether demographic dynamics are 
among the reasons for this less-than- 
ideal performance. And there are 
other questions: For example, is 
sprawl an issue for Canada? Popula- 
tion dynamics relate to this phenom- 
enon over long time periods. This is 
also true of conversion of natural land 
to human purposes generally, e.g., 
farmland, housing, commercial and 
manufacturing uses, and mines. 
Thanks to globalization, the sources 
of demand for such changes may be 
as far away as China or Africa or as 
close as Montréal. Data are not always 
available or of the highest quality. But 
with some effort it should be possible 
to tease out the aspects of demand 
that relate most closely to domestic 
population dynamics, always compli- 
cated by the related issues of individ- 
ual consumption levels and prevailing 
technologies. 


Although there is even less research 
available on the environmental 
impacts of aging populations than on 
population growth and size generally, 
work is beginning to appear on this 
topic. A study of US population aging 
and greenhouse gas emissions con- 
cludes that as the median age of the 
US population rises, per capita emis- 
sions are likely to decrease, mostly 
because a smaller proportion of the 
population is working. There seems 
to be little evidence of significant 
environmental effects resulting from 
immigration, per se, though the 
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process can indirectly influence 
the environment through its demo- 
graphic effects. 


There are four processes by which 
populations change in size: births, 
deaths, immigration, and emigration. 
Only two of these, births and immi- 
gration, offer realistic prospects for 
influencing demographic trends in 
ways policy-makers might consider 
favourable. Influencing birth or immi- 
gration levels involves sensitive issues 
— contraception, abortion, and the 
entrance of foreigners to Canada — but 
there is also strong social science to 
anchor the discussion. A rich litera- 
ture, for example, documents the 
impact of good access to contraceptive 
services in lowering fertility levels. 


In the United States, a total fertility 
rate of slightly more than two chil- 
dren per woman coincides with a very 
high rate of unintended pregnancy. 


Nearly half of all pregnancies are not 
planned or sought. So the United 
States would grow less rapidly if it 
could reduce its rate of unintended 
pregnancy as close as possible to zero. 
The same may be true of Canada, 
despite the fact that its total fertility 
rate is significantly lower than the US 
one. Canada could also choose to alter 
its immigration laws and processes to 
put the inflow of new residents more 
in balance with the outflow through 
emigration. In general, while actual 
“population control” itself is elusive, 
the opportunities for influencing the 
trajectory of populations are much 
greater than commonly believed. A 
study of demographic and environ- 
mental interactions in Canada could 
help stimulate serious discussion of 
population and environmental policy. 
As the 215t century unfolds, such dis- 
cussion may be increasingly needed. 
In this sense, Canada has an opportu- 
nity to be a pioneer among nations. 
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is study focuses on the health 
of future seniors in Canada, 
a key parameter for planning 


health system funding. Using a 
microsimulation model developed 

by Statistics Canada (LifePaths), it 
measures the impact of a more 
optimistic health scenario than the 
benchmark scenario on the projected 
population of Canadians age 75 and 
over in poor health and, by extension, 
on the corresponding demand for 
home care services. A portrait of 

the anticipated situation in 2017 

is presented, then compared to the 
portrait for 2031 (the microsimula- 
tion’s horizon). The study shows that, 
even assuming an optimistic health 
scenario, the population of seniors 
age 75 and over in poor health will 
grow considerably. This growth, 
relatively modest at first, will acceler- 
ate significantly from around 2017 
and, in 2031, it will reach levels about 
2.5 times higher than in 2001. 


The population’s health, and more 
particularly the health of seniors, is 

a key element in the planning and 
sustainable management of a govern- 
ment’s social security systems. On a 
per capita basis, seniors account for the 
highest relative share of the financial 
and human resources earmarked for 
health and social services. It is also 
important to note that expenditures 
for social services increase much more 
quickly than medical, pharmaceutical 
and hospital expenses after the attain- 
ment of age 65. For example, in 
Quebec, persons age 65 and over 
cost, per capita, five times more than 
the average for all Quebeckers, and 
individuals age 85 and over 22.4 
times more, in terms of social services 
(Kergoat and Légaré, 2007). The 
demographics of an aging Canada 


therefore demand that greater impor- 
tance be placed on the health of 
tomorrow’s older adults. 


Even though older Canadians gener- 
ally remain in good health until very 
advanced ages, it has been seen that 
the risks of suffering from a physical 
or cognitive disability increase signifi- 
cantly from age 75 and, in most cases, 
this is accompanied by the inability 
to perform one or more activities of 
daily living on one’s own. The 75 
and over age group, referred to as the 
“oldest old,” will increase drastically 
at the turn of the 2020s, when the 
first baby boomers will reach age 75. 
With this increase in the number of 
the oldest old, and in light of their 
socio-demographic characteristics, 

it can be expected that there will be 
a sharp increase in the demand for 
human resources to provide home 
care services. Whereas services are, 
by and large, now provided by older 
adults’ informal network (spouse, 
children and friends), the formal 
network will, in the future, no doubt 
have to fulfill a greater share of home 
support needs (Carrière et al., 2007). 
As a result, if the optimistic scenario 
we are proposing were to pan out, 
and the health of tomorrow’s older 
Canadians proved to be better than 
that of today’s seniors, then this 
would probably translate into substan- 
tial savings in government spending. 


Method 


To analyze the impact of a possible 
improvement in the health of older 
Canadians on the future population of 
older adults in poor health, a so-called 
optimistic scenario was produced in 
LifePaths, where the assumption is 
made that all future gains in life 
expectancy will be years lived in 
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TABLE 1 


Population Age 75 and Over in Poor Health by Sex and Two 
Health Scenarios, Canada, 2001, 2017 and 2031 


L T H 
Benchmark 


Women 


SÉSC':E 


N A R 1 O 
Optimistic 


Men Women 


2001* 195,947 307,983 192,900 302,924 
2017 350,359 482,568 275,914 377,893 
2031 651,994 831,459 522,165 684,754 
2001 * 49,559 59,247 48,768 58,421 
2017 71,196 67,078 56,953 53,695 
2031 137,740 132,174 108,959 106,472 
2001* 29,477 49,845 29,063 49,131 
2017 46,286 54,482 36,924 43,212 
2031 95,850 101,123 74,111 78,865 


* The small differences between benchmark and optimistic scenario populations for 2001 are due 


to the fact that the projection begins in 2000. 


Source: LifePaths, Statistics Canada. 


good health, in line with certain 
European studies (Gaymu et al. 2007). 
This premise is indeed optimistic, as 
scientific research in the field is incon- 
clusive as to whether a compression 
or an expansion of morbidity is cur- 
rently underway, i.e., whether life 
expectancy gains observed beyond 
age 65 in Western countries are really 
years lived in good or poor health 
(Robine, 2005). 


The model used to generate the 
population of Canadians age 75 and 
older by sex and health status from 
2001 to 2031 is different from the 
conventional model of projection by 
components. By using the LifePaths 
microsimulation model, it was pos- 
sible to simultaneously project a large 
number of individual characteristics 
while incorporating dynamic elements 
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to reflect each individual’s differential 
behaviours based on his/her character- 
istics. In this way, LifePaths creates a 
fictitious cohort where each individual 
is subject to various transition proba- 
bilities over his/her life cycle. For 
example, in the model used, each 
simulated individual can change 
marital status, educational level, 
disability level, etc. What’s more, 
these transition probabilities between 
various states are calculated in contin- 
uous time so that as soon as a change 
of state occurs, all other transition 
probabilities are modified to reflect 
the individual’s new characteristics. 


The so-called benchmark scenario 

is the original scenario produced 

by our version of the LifePaths 
microsimulation model, which is 
based on a large number of data from 


various Statistics Canada surveys and 
censuses. For building the optimistic 
scenario, parameters of the original 
model were changed so as to limit 

the probabilities of deteriorating 
health among simulated individuals 
from the year 2000. More specifically, 
life expectancy with disability was 
maintained at the same level over the 
entire projection period, implying that 
all life expectancy gains are years lived 
in good health. 


It would be worthwhile to briefly 
mention that the health status of 
individuals was determined by their 
level of disability, be it nil, mild, 
moderate or severe. The evaluation 
of this level of disability stems from 
the Health Utility Index (HUI), which 
measures an individual’s overall func- 
tional health, based on attributes such 
as vision, hearing, speech, mobility, 
dexterity, cognition, emotion, and 
pain and discomfort (Torrance et al., 
1996). In this study, persons suffering 
from a moderate or severe level 

of disability were identified as 
individuals in poor health. 


Results and Analysis 


The presence of a spouse, firstly, and 
the presence of surviving children, 
secondly, are the two main pillars 
holding up the informal support net- 
work for older adults. Several research 
studies have shown, in this regard, 
that the spouse is the main source of 
help in the case of a long-term health 
problem and that children, particu- 
larly daughters, are an important 
source of assistance and care, 
regardless of whether a spouse is also 
present (Stone and Rosenthal, 1997; 
Carriere et al., 2007). The composition 
of older adults’ social network there- 
fore has crucial implications in terms 
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of the pressures placed on the formal 

support network, i.e., on the govern- 

_ ment health and social services system 

_and, consequently, on government 

_ spending (Stone, 1993). For this 

reason, in addition to studying 

the results of the two scenarios for 

_ the entire projected population of 

Canadians age 75 and over in poor 

health by sex, we continued the 

analysis further by selecting, from 

among them, first individuals 

without surviving children, then 
individuals unable to rely on the 

presence of a spouse either. This 

| selection demonstrates the extent 

| of the increase among the older 

| adult population whose family 

social network is limited and who 

risk having to turn to the formal 

network for assistance. 


Essentially, the results project a growth 

in the older population in poor health 

_ over the coming decades, even 

assuming a substantial compression 

of morbidity (see Table 1). More 

specifically, based on the benchmark 

scenario, Canada should have over 

| 800,000 persons age 75 and over in 

| poor health in 2017, in a proportion 

| of three women to two men. It is 
worthwhile to note that the general 

feminization of old age is expected 

| to taper off because of a closing of the 

| gap in life expectancy between the 

sexes (Vallin, 2002; Trovato, 2005; 

| Meslé, 2006). 


Table 1 also presents the population 

| of the oldest old in poor health with 
a reduced family environment. These 
individuals, who are extremely 
dependent on government-provided 
services and care, will be made up 
almost equally of men and women. 
Even if the optimistic scenario were 


FIGURE 1 


Relative Change (index with 2001 = 100) in Projected Population 
Age 75 and Over in Poor Health Under Two Health Scenarios, 
Canada, 2001-2031 
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in the individual's environment. 


to pan out, there would be about two 
times more individuals in this situa- 
tion in 2031 than in 2001. 


Figure 1 shows that by comparing 
the projected population with the 
situation in 2001, the arrival of baby 
boomers to more advanced ages at 
the turn of the 2020s will greatly 
accelerate the growth of the popula- 
tion age 75 and older in poor health. 
Over the period of 2020-2031, the 
population with a limited family 
network will increase by 95 percent 
compared to 78 percent for the 
population as a whole, demonstrating 
that the demographic behaviours of 
baby boomers will have provided 
them with a generally less extensive 
family network. 


Conclusion 


This study shows that even if the 
health of persons age 75 and over 
were to improve substantially over 


the coming decades, the population 
in poor health requiring care will 
reach never before attained levels. The 
arrival of baby boomers to older ages 
around 2017, the year of Canada’s 
150th anniversary, will accelerate this 
growth. Canada therefore has every 
interest to rapidly prioritize issues 
relating to the future home care needs 
of older adults, all the more so since a 
recent study shows that, compared to 
eight European countries, Canada is 
expected to witness a greater increase 
in the number of elderly in poor 
health by 2030, starting in 2017 par- 
ticularly, as the baby boom was more 
marked in Canada than it was in 
Europe (Légaré and Décarie, 2007). 


References are available on the PRI web 
site. 
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Special Issue of Horizons 


on Aboriginal Youth 
February 2008 


Department of Indian and Northern Affairs, is preparing a special issue of 

Horizons which will be dedicated to Aboriginal youth. The publication is 
part of the PRI’s current interdepartmental project: Investing in Youth: Evidence 
from Research, Policy and Practice and supports one of the project’s key 
objectives “to examine the changing realities, issues and challenges of today’s 
youth and implications for public policy.” 


IE PRI, in partnership with the Research and Analysis Directorate of the 


Young Aboriginals, like all youth today, face new realities related to finding their 
place in a highly competitive knowledge-based economy. The pressure to adapt 
brings with it an additional level of vulnerability to their passage from childhood 
to adulthood — a stage that is already filled with uncertainty and difficulty. While 
this is true for all youth, the socio-economic and cultural contexts in which 
many First Nations, Inuit, and Métis youth are living create important additional 
challenges. 


This special issue will present a series of policy-relevant articles featuring recent 
research, data, and initiatives highlighting the emerging trends, challenges, and 
opportunities related to a rapidly growing Aboriginal youth population in an 
aging Canadian population. The issue will explore the prospects and aspirations 
of Aboriginal youth in today’s society and the implications for Canada’s future 
in terms of well-being, social cohesion, and economic prosperity. Topics will 
include: 


demographics; 
identity and values; 
family and intergenerational issues; 
education/labour market issues; 
health, wellness and physical activity; 
crime/custody issues; 
languages/culture; and 
data gaps. 
This Horizons is scheduled to be released in February 2008. For more information, 


please contact Sandra Franke by telephone at 613-995-4821 or by e-mail at 
<s.franke@prs-srp.gc.ca>. 
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